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xx ANNOUNCING NEW 


DODGE: TRUCKS 


Brilliant new design opens new era in trucking! 


Test their new handling ease! 
Compare their new comfort! 


See their new low work-saving design! 


2 GREAT ENGINE LINE-UPS! In addition to cost-cutting 
6’s, Dodge now offers the most powerful V-8 engines of all 
leading trucks! Available in 1!4-, 2-, and 2!5-ton models 
. . . Standard in 234-, 3-, 3!,-ton! Get free book on 
engine efficiency at your Dodge dealer’s! 

OVER 75 NEW FEATURES! Low, work-saving lines! New 
increases in G.C.W.! New sealing against dust, drafts! 
PLUS famous Dodge features like . . . completely rust- 


proofed sheet metal . . . moistureproof ignition! Truck-o- 
matic transmission with gyrol Fluid Drive, available! 


New! Even greater values... yet still priced with the lowest! 











New! Sharper Turning! New 
steering system for the sharpest 
turning of all leading trucks! New 
shorter conventional tractors! New, 
big one-piece curved windshield! 
More total vision area than that of 
any other popular make! 








New! Smarter Styling! New colors! 
New flow-line design, featuring 





New! Lower Lines! Pick-up and 
panel floors knee-high for loading 








integral fenders, sparkling chrome! 
New two-tone interior styling! New 
wider doors! New easy-chair seats! 
New convenient location of instru- 
ments and glove box! 


ease! Low running board for easier 
entry! Low hood increases visibility! 
Low center of gravity for more 
stability! Lower panel truck fits 
*most any garage! 


SEE YOUR FRIENDLY DODGE DEALER! 
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More BaW Pressure-Fired Boilers 









Two 125,000 KW Units 


Low-cost kilowatts with top i was the aim of the designers of the two new gen- 
h 


erating units for Delaware Station of 


iladelphia Electric Company. Helping to achieve 


that aim are many of the design features in the two new B&W Radiant Reheat boilers 
which have recently gone into operation. These include pressure-firing, divided furnaces, 
high initial and reheat steam temperatures, Cyclone Steam Separators for natural circula- 


tion, and spaced burners. 


Greater Economy with Pressure-Firing 


Ease of operation, worthwhile power and fuel savings, 
and reduced maintenance—these are all made possible 
by pressure-firing. The pressure-tight furnaces for these 
units incorporate the many features developed through 
B&W’s extensive experience with this engineering ad- 
vancement. More than fifteen large pressurized BOW 
coal-fired boilers are now in operation, some for as long 
as five years. More than 70 additional pressure-fired units 
are under construction. The accumulated knowledge 
gained from these installations is at your disposal when 
you decide to go to pressure-firing. 


Smaller Building, Freedom from Slag, with Divided Furnaces 


Substantial reduction in building volume for given boiler 
capacity results from B&W’s simple divided-furnace 
construction, with the ability to absorb heat from both 
sides of the division wall. This feature is also important 
in reducing slag accumulation on furnace and convec- 
tion surfaces, 


Positive Circulation, Clean Steam with Cyclone Separators 


Adequate circulation of water throughout the unit, with 
drum design P esenge: of 2075 psi, is assured with safety 
by B&W’s efficient Cyclone Steam Separators. Cyclones 
also assist in sending steam of a very high purity to the 
turbine, helping maintain turbine efficiency and reducing 
frequency of outages for turbine cleaning. 


Greater Safety and Efficiency with Spaced Burners 


The use of spaced-burners is ideally suited for higher 
efficiency with greatest flame stability at low loads. It 
— cutting out the lower burners entirely, and 

eeping a safe — rate in the upper rows of burners, 
This gives the higher steam temperatures needed for 
good efficiency, while insuring stable firing. There is 
no need for operators to keep oil-lighters on to guard 
against loss of flame, such as might occur when the 
firing rate must be spread over many burners. 


These and many other B&W engineering advances are available to you. 
We will be pleased to discuss their application to your future boiler plans. 
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OLLOWING our annual custom we 
have devoted this issue to specialized, 
and somewhat enlarged, coverage of ma- 


terials of interest to the gas industry. 


This is in cordial recognition of the 
American Gas Association which meets 
for its thirty-fifth annual convention at 
St. Louis, Missouri, October 26th to 28th. 
We salute the membership, delegates, and 
guests of this important industrial or- 
ganization, which has contributed so 
much to the progress of public service in 
the United States. 


As our opening feature we are happy 
to have hit exactly the right tone for 
such a special issue with a contribution 
by the president of the American Gas 
Association, FRANK C. SMITH, who is 
also president of the Houston Natural 
Gas Corporation. In his message, entitled 
“The Gas Industry Is a United Indus- 
try,” Mr. SMITH gives us a clear view of 
the present status of the gas utility in- 
dustry. Although confronted with some 
of the most difficult decisions and com- 
plicated problems ever to face a major 
American industry, the gas utilities are 
going forth with confidence, mainly be- 
cause, as Mr. SmMitH emphasizes, they 
are united in purpose. 





FRANK C. SMITH 
NOV. 5, 1953 








PAUL KAYSER 


Mr. SMITH is a native of Kentucky 
who attended Vanderbilt University and 
subsequently became an officer in World 
War I. Few men have contributed more 
to the gas industry than Mr. SMITH 
since he left the mortgage banking busi- 
ness in 1933 to become president of the 
Houston Natural Gas Corporation. 
Through his initiative, both the Texas 
College of Arts and Industries and the 
Illinois Institute of Technology began 
serious courses in gas technology. He 
was elected the first chairman of the In- 
stitute of Gas Technology, affiliated with 
the Illinois Institute, in 1941. He has 
been consistently active in gas industrial 
and promotional activities during the last 
decade and a half. 

; + * 6 


_—— nationally known leader in 
the gas industry to contribute in 
this issue is JAMES F, Oates, JR., chair- 
man and chief executive officer of The 
Peoples Gas Light and Coke Company. 
We are reproducing (beginning on page 


686) a brief example of Mr. Oates’ 


column in his company’s employee maga- 
zine as a demonstration of a simplifiec 
approach towards better appreciation of 
the problems of a rate case at the em- 
ployee level. 


88 aa 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 


of the complex field of utility financing and 








investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,200,000,000 


Wituiam N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















8 PAGES WITH THE EDITORS (Continued) 


<— Kayser, whose article entitled 
“The Exploration and Discovery of 
Natural Gas” begins on page 674, is the 
organizer and president of El Paso Nat- 
ural Gas Company and of Western Nat- 
ural Gas Company. A native of Tyler, 
Texas, he is a graduate of Baylor Uni- 
versity (AB, ’09) and obtained a law 
education from the University of Texas 
by correspondence. He was the princi- 
pal of Gatesviile, Texas, high school 
from 1909 to 1911, and was admitted to 
the Texas bar in 1913. He practiced law 
in Houston until 1929 when he entered 
upon a business career, He saw service 
during World War I as a Cavalry Cap- 
tain, and is a past president of the In- 
dependent Natural Gas Association of 


America. 
* * * x 


A. O’NEIL, whose article entitled 
e “An Investor’s Eye View of Gas 
Rate Regulation” begins on page 707, 
has since 1948 been a partner in Duff 
and Phelps, public utility analysts of 
Chicago. He is an electrical engineering 
graduated from Rensselaer Polytechnic 
Institute (’23) and practiced that pro- 
fession until 1929 when he began his 
work as a public utility analyst. He has 
previously been associated with L. F. 
Rothschild & Company, Adams Express, 
Stroud & Company, and R. W. Press- 
prich & Company. 
* * * x 


| ae C. SuLLIvAN, whose article 
entitled “Utility Public Relations 


= 





HON. JOHN E, LYLE, JR. 
NOV. 5, 1953 





Cc. A, O NEIL 


Comes of Age” begins on page 690, was 
until recently the public relations con- 
sultant of the California Public Utilities 
Commission. He is now engaged in 
private practice as a consultant in San 
Francisco. He is a graduate of Silver 
Bow College of Law, Butte, Montana, 
and was engaged in journalistic work 
with newspapers in Montana, Oregon, 
and California before joining the com- 
mission’s staff in 1935. 


* * * * 


se. HOoNorRABLE JOHN E. LYLE, JR., 
whose article on the importance of 
completely overhauling the Natural Gas 
Act begins on page 713, is a member 
of the powerful House Rules Committee 
and the Democratic Representative from 
the fourteenth congressional district of 
Texas, which includes his home town of 
Corpus Christi. He was born in 1910 in 
Wise county, Texas. He is a lawyer and 
a veteran of World War II. Because his 
congressional district embraces an area 
rich in natural gas and oil-producing and 
gathering activities, REPRESENTATIVE 
LYLE is naturally interested in effective 
administration of the Natural Gas Act 
by the Federal Power Commission. 


THE next number of this magazine will 
be out November 19th. 
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SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


a 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 
The foresight of Sprague Engineers in the 
past, today makes the oldest Sprague 
models as efficient as the newest. 


Gas | Guardians) 





SPRAGUE NO. 1A METER 


The services of the Sprague Engineering 
Staff are at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of catalogs. SPRAGUE 1500 REGULATOR 





THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES: DAVENPORT, 1OWA © HOUSTON, TEXAS 


LOS ANGELES, CAL. © SAN FRANCISCO, CAL. 














Coming IN THE NEXT ISSUE 


* 


SHOULD THE CONSUMER GET FULL BENEFIT OF THE 
“FAST TAX" CERTIFICATE? 


Still pending before the Federal Power Commission is a staff proposal io 
give the benefits of accelerated tax amortization (for defense plant ex- 
pansion) of utilities to their consumers. If this rule were to prevail, there is 
a serious question whether some certificate owners would even bother to 
exercise their option because of the greater risk to investors involved. 
Owen Ely, financial editor of PUBLIC UTILITIES FORTNIGHTLY, gives 
additional reasons why the equities of the situation prompted a congres- 
sional intent that the utility investor should be treated the same as any 
other investor in a business receiving these certificates. 


ROADBLOCKS TO SOUND UTILITY REGULATION 


One of the avowed policies of the Eisenhower administration has been to 
remove the roadblocks to business—both large and small. How can this 
be accomplished with respect to public utility regulation? Jackson Martin- 
dell, president of the American Institute of Management, gives us his con- 
sidered judgment that such roadblocks do exist in the field of utility reg- 
ulation, together with some suggestions as to how they can be removed. 


INSTALLING MAJOR ELECTRIC EQUIPMENT 


A. Bryan Marvin of the press relations and public information staff of the 
Consolidated Edison Company of New York, Inc., has written a lively 
and informative account of the planning and techniques used from the 
time this type of equipment begins as a sketch on the drafting board until 
it finally goes ‘'on the line.'’ Even those with years of association in the 
electric industry may not realize the extent of detailed testing and check- 
ing which has to be made during the delicate 5- or 6-month period of 
installation. 


THE ORDEAL OF THE ANNUAL REPORT 


James H. Collins, Hollywood business writer, gives us a characteristically 
entertaining account of what is going on about this time of year in a great 
many utility organizations as the ‘old man'’ drops a hint at conferences 
that he would like to have ‘'suggestions'’ for the annual report. From a 
perfunctory statistical statement, the typical annual report has tended to 
evolve more and more into a glamorized thumbnail sketch of the company's 
history, stressing the previous twelve months. 


* 


A lso + « »« Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington gossip, 
and other features of interest to public utility regulators, companies, 


executives, financial experts, employees, investors, and others. 
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can be costly 





R & € UP Piequinicy iitabyser (exclusive with us) 


cun easily analyze 200,000 bills a day automati- 
cally. We can also handle analyses for you if you 
use a punched cord billing system. 


RECORDING & STATISTICAL CORPORATION 


Failure to get quick, accurate analyses of 


your billing is often as expensive to you as. 


interruption of service to your customers. 
Knowing what you are selling currently 
and where, allows you to put ‘your finger 
en changing conditions and meet them 
promptly. 


* The prevention of analysis paralysis is 


simple —turn this work over to R & S$, whose 


specially designed equipment”* and trained 
ae staff can do your bill analyses in half the 
_ time it would take you to do it in your own 


organization and at half your cost. 


So, you gain both ways by using R & S— 
better revenue because of faster, more ac- 
curate bill analyses and a big saving in cost 
of processing. You'll never know how valu- 
able this R & S service can be to you until 
you try it—a letter or ‘phone call will bring 
you some eye-opening figures—do it today! 


“Bring your figures up to date—bring them to R & S$“ 
100 Sixth Avenue * New York 13, N.Y. 
WOrth 6-2700 
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“There never was in the world two opinions alike.” 
—MONTAIGNE 


Crawrorp H. GREENWALT 
President, E. I. du Pont de 


Nemours & Company, Inc. 


Murray SHIELDS 
Vice president, Bank of the 
Manhattan Company. 


D. A. Hutcy 
President, Lone Star Gas 
Company. 


Georce M. HuMPHREY 
Secretary of the Treasury. 


GrEorGE MEANY 
President, American Federation 


of Labor. 


SHERMAN ADAMS 
Presidential assistant 


Epwarp T. McCorMIck 
President, American Stock 
Exchange. 


EvuGENE S. LouGHLIN 
Former president, National Asso- 
ciation of Railroad and Utilities 
Commissioners. 
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“Business isn’t scared of peace. The surest way to start 
a depression is to predict ourselves into one.” 


* 


“Tf the price of economic growth is a little economic 
instability, then why not take a little instability?” 


* 


“We are siphoning off our venture capital, the life- 
blood of our economy, through the process of undue taxa- 
tion.” 


> 


“We cannot afford to take the broadax approach to 
reduction of the money we are spending for defense, and 
we have not done so.” 


¥ 


“The more I see of big business groups taking over 
in Washington, the more I’m convinced we backed the 
right candidate in the last election.” 


* 


“Tf there ever was a race of optimists, we are it. And, 
provided we don’t turn our backs on the facts, this optimism 
and the hope and courage which accompany it will beat 
down any system of slavery.” 


* 


“Just picture what the present state of the nation would 
have been had our forebears sought security alone, and 
lacked the courage and initiative to hazard their futures, 
their fortunes, and even their lives upon calculated risks.” 


> 


“The business of regulation makes it necessary for the 
commission and its staff to be familiar with railroads, 
motor common carriers, gas companies, pipeline compa- 
nies, water companies, telephone and telegraph companies, 
busses, taxicabs, and warehouses in addition to electric 
public utilities. It is humanly impossible for anyone to be 
fully conversant with the functioning, financial aspects, 
and the many varied problems which arise in each of these 
categories without a great deal of training and experience 
in the field of regulation.” 


12 
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Rural Electrification Engineering 


By Unus F. Earp 
Associate Agricultural Engineer, 
Virginia Agricultural Experiment Station 


313 " 
278 illustrations, "$4.00 
McGraw-Hill Publications in 
Agricultural Engineering 

Here is a new book which F 
provides practical answers to 
problems covering the de- 
sign, construction, operation and maintenance of 
rural electric systems. Comprehensive treatment 
is given to electrical fundamentals, types and 
materials of construction and mechanical design 
for rural lines. It covers the application of 
electric motors, switches, controls and electron- 
ics, and modern techniques used in organizing 
and administering a rural electrification pro- 
gram. You'll also find helpful information on 
heat, radiation and electrical measurements. 

Using numerous photographs and drawings, 
this book pictures typical types of construction, 
tells how to select construction materials such 
as poles, insulators, conductors, etc., how to 
solve mechanical problems and maintain highest 
quality construction. Provides an understanding 
of techniques of anchoring a guy to the ground, 
providing for lightning protection, determining 
voltage drops, and making unit line cost esti- 
mates, etc. 


Pustic UTIitigs FORTNIGHTLY 
309 Munsey Bldg. Washington 4, D. C. 





















HEATH 


| KG lb: ntec 
GAS LEAK 
|Reoley-Wale),| 
SURVEY 


Developed Specifically 
for Commercial and 
Industrial Areas 


WIRE... 
OR PHONE 


HEATH 


SURVEY CONSULTANTS, INC. 


WELLESLEY, MASS. RICHMOND, MICH. 


“You Can't Sell Gas That Leaked Out" 
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It is a peculiar thing that many of the toughest print- 
ing critics know little about the mechanics of 
printing. You find them on Wall Street and LaSalle 
Street and they judge printing chiefly with a stop 
watch. Our success in keeping them happy is reasonable 
assurance that we could do the same for you. F 
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L i |  « re ] i ca financial printers 


NEW YORK (6): 130 Cedar Street + 


Specialized service in all 
documents relating to 
corporate finance and 
stockholder and public relations. 











CHICAGO (5): 732 Sherman Street * WAba 
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14 REMARKABLE REMARKS—( Continued) 


STYLES BRIDGES 
U. S. Senator from 
New Hampshire. 


Excerpt from New England 
Letter, published by First 
National Bank of Boston. 


WayNE Morse 
U. S. Senator from Oregon. 


SINCLAIR WEEKS 
Secretary of Commerce. 


WALTER WILLIAMS 
Under Secretary of Commerce. 


Henry E. Forp 
Director, development department, 
E. I. du Pont de Nemours & 
Company, Inc. 


R. Lestre FLETCHER 
President, Providence Gas 
Company. 
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“It is essential . . . that a public confidence in the cur- 
rency of this nation be encouraged if we are to realize 
our full economic strength. Such confidence can be had 
if we fulfill our obligation to American citizens to prevent 
further depreciation of the purchase value of their money.” 


> 


“True leaders will cast out fear of the future and, by 
sponsoring the development of new things and improving 
the old, make the future better in every way than the 
troubled past. We need research in every phase of our 
business to strike the sparks which will rekindle the fires 
of activity.” 


ad 


“Who are the local interests to be consulted [under the 
Fisenhower-McKay power policy]? Are they our REA 
co-operatives? Are they our public utility districts or peo- 
ples utility districts? Are they the municipal systems? No. 
... They are not the ‘home folks.’ They are symbols of 
big business.” 


* 


“If we want service from a service industry, a full diet 

in terms of income—is clearly to be desired. And the 
people, if they understand, would wart it this way. They 
don’t go around with the balance sheets of the motor com- 
panies, the electric companies, the chain stores, etc., so as 
to be sure to buy the products of the companies that make 
the least money.” 





* 


“The main and most important way in which govern- 
ment can assist business is by helping to establish the right 
kind of economic climate which will foster the develop- 
ment of business, particularly small business. The philoso- 
phy of the present administration is based upon the princi- 
ple that government should not attempt to do what private 
enterprise can do.” 


© 


“We know that one rotten apple can spoil a barrel. We 
know that the proponents of punitive and restrictive legis- 
lation at times conceded it wasn’t justified for all business, 
but only because there was a fringe of wrongdoers. All 
business suffered, nevertheless. In the future let us make 
sure, by action and deed, that even the excuse is lacking 
for criticism and retaliation.” 


> 


“What we would most emphasize is this point, and it 
cannot be expressed too strongly: We cannot pretend that 
natural gas is going to offer anything but savings in pennies 
to customers, unless we can develop a large volume of 
business through sales for home heating. Large sales with- 
out any particular costs in our overhead are the only 
method by which we could hope to reduce rates in the 
lower brackets.” 
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Another Beaumont Birch 


Ash Handling Installation 












Since 1897 


STOPPERS 



















Discharge end section of a flooded hopper for 
Beaumont hydraulic system showing rugged 
supporting structure and circular protected ob- 
servation ports of special heat resistant glass. 


Why BEAUMONT BIRCH 
Hydraulic Ash Handling Systems 


assure You 


reliable, efficient service 


In every detail of Beaumont Hydraulic Ash 
Handling Systems, you'll find they’re de- 
signed for practical considerations of boiler 
efficiency, operating safety, minimum man- 
hour attention and minimum maintenance. 

For example, on flooded hoppers beneath 
pulverized coal fired boilers, costly shut 
downs are never necessary when water jet 
nozzles in the ash hopper require replacing. 
They are easily and safely replaced while 
the boiler is in operation... the rugged 
sluice gate and operating cylinder are 
mounted on a single casting, completely 
shop assembled. This assures perfect align- 
ment of cylinder for long uninterrupted 
service. 

These and many other points, such as, 
sluiceways, sumps, dewatering bins, flyash 
handling systems and other supplemental 
equipment are only a small part of the 
attention to details that are characteristic 
of Beaumont Birch Systems. 

Beaumont’s background of over fifty 
years in the design and manufacture of ash 
handling systems gives you long service life 
with a minimum of maintenance. 

For complete details of the many effi- 
ciency and economy features of Beaumont 
Hydraulic Ash Handling Systems, call in a 
Beaumont Birch engineer or write direct. 








BIRCH COMPANY 
1530 RACE STREET, PHILADELPHIA 2, PA. 
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ALL KINDS OF 
PIPE STOPPERS 


* 


SAFETY GAS MAIN 
STOPPER COMPANY 


523 Atlantic Ave. ©@ Brooklyn 17, N. Y. 
Cabie Address: Gastopper, N. Y. 

















INDOOR 
INCINERATOR 


Really engineered to do a 
> Baa complete home incineration 
sae) job! Built by a company 
with over 25 years of experi- 
ence in building incinerators 
and heating equipment. Here 
is an economical, modern 
convenience that appeals 
to homeowners and pro- 
spective buyers alike. 
Both automatic and regu- 
lar gas-fired models ap- 
proved by A.G.A. 


Majestic 







®@ Eliminates all wet and dry garbage and trash burner 
waste! 


Jet-Air Action and patented downdraft! 
Dimensions: 20'' wide, 24'' deep, 36'/s"' 
Capacity: Two bushels. 


Flue: Requires 7°* smoke pipe outlet. 
with any chimney flue 6"* or larger. 


Pilot: Automatic, 1500 BTU rating, dehydrates. 
Burner: Monoport, 18,000 BTU rating. 
Timer: 2-hour, dial-set automatic time switch. 


Finish: Gleaming white enamel over rust-resis:ing 
Poly-Kote base. 


The Majestic Co., Inc. 


DEPT. A HUNTINGTON, IND. 


May be used 
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A report from the laboratories of Remington Rand on 


Electronic developments 
for business and science 


ucH of the popular talk about “giant 
brains” has actually obscured the work 
which electronic computing systems are doing 
now ... to answer the pressing problems of 
business record keeping and control as well 
as scientific and mathematical computations. 
An electronic computer system can process 
a large volume of data faster and more 
economically than any other method. Only 
one operation is required for a complicated 
program of computing, selecting and filing 
information. Routine decisions can be made 
automatically on the basis of instructions 
given the system. Exceptional conditions re- 
quiring management attention can be auto- 
matically signaled. 
Remington Rand presents here some prac- 
tical electronic devices which may be applied 
profitably today by business and science: 


High-speed tallying 


The electronic storage system is a new 
Remington Rand development. For John 
Plain & Co., a large wholesale mail order 
firm, it produces up-to-the-minute inventory 
analysis by item under the most demanding 
conditions of seasonal and shifting demand. 
Just ten order clerks — working at 10-key 
input systems to a magnetic-drum memory 
— can provide accurate tallies of orders for 
12,000 different items ; make available com- 
plete tallies each day or anytime needed; 








Solving problems today! 


Right now, electronic systems are 
working economically on such prac- 
tical tasks as — billing and account- 
ing, statistical reports and forecasts, 
planning studies and scheduling, 
production and inventory control, 
payroll and cost accounting records, 
pricing analyses, engineering design, 
data reduction, network analyses, 
and many other applications. 








and accommodate approximately 80,000 
order lines per day. 


Punched-card computers 


New standards of speed and simplicity in 
punched-card procedures have been set by 
our new Punched-Card Electronic Com- 
puter. This system eliminates many time- 
consuming operations on other machines ... 
produces complete cards which are ready for 
immediate tabulation of records and reports. 


Big electronic computers 


Remington Rand offers two distinct fami- 
lies of big computing systems : The UNIVAC 
all-purpose system is designed primarily for 
business record keeping; the ERA 1101, 
1102 and 1103 general purpose systems are 
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ELECTRONIC DEVELOPMENTS FOR BUSINESS AND SCIENCE 


designed for scientific or mathematical com- 
putations. 

Outstanding UNIVAC features are : proc- 
essing of alphabetical as well as numerical 
data without special coding and decoding 
operations ; high speed in sorting, collating, 
and filing as well as computing and decision 
making ; tremendous speed of input and out- 
put by magnetic tapes; and built-in circuits 
for automatic self-checking, unique among 
large-scale data-handling systems. 

ERA systems have an enviable record for 
high-speed solutions to complicated mathe- 
matical problems such as data reduction, sys- 
tems simulation, planning studies, and con- 
trol in real time. The new ERA 1103 provides 
very high internal speed, large storage capa- 
city, and flexibility to surpass other systems 
of the same character. The 1103 also provides 
versatility of input and output — by teletype 
tape, magnetic tape, punched cards (80 or 90 
columns), line printer, electric typewriter, 
and oscilloscope. 


Custom-made systems 


Air traffic control is just one example of 
the many special purpose electronic-computer 
systems created by Remington Rand. This 
high-speed system receives via teletype such 
flight facts as: departure time, destination, 
route, fuel load, payload, and other pertinent 
data. In less than half a second, the system 
electronically compares the facts on each 
flight with as many as 2,000 flight plans it 
has stored in its magnetic-drum memory. It 
then revises, cancels, or brings the informa- 
tion up to date according to current condi- 
tions. The system completes the process by 
teletyping the required results back to the 
sending station . . . without human handling. 


System designing 


Remington Rand specialists analyze your 
needs in scheduling, process control, machine 


control, inventory control, data reduction, 
automatic filing, or other problems. A system 
may be created for you from standardized 
“building block” components, or we can 
make components to meet your needs. 


Computing services 

Through two electronic-computing cen- 
ters, Remington Rand offers you the advan- 
tages of the UNIVAC and the ERA systems 
on a service-bureau basis. The centers have 
solved problems of such diverse types as 
complex accounting and record keeping, in- 
volved statistical and personnel studies, and 
cross-indexing of complex catalogs, books, 
and timetables. 

One of the recent jobs handled by the 
UNIVAC center was a study of seasonal 
sales patterns and advertising timing. The 
Bureau of Advertising wanted a projection 
of 1954 monthly buying trends for 28 speci- 
fic lines of merchandise in stores across the 
nation. To do the calculations on this series 
of 336 trend lines with desk calculators 
would have taken about 200 man-hours. 
The UNIVAC computer made all the calcu- 
lations in just 3 and % minutes. 

Let us show you how to save time and 
money on one-time jobs, deadline jobs, un- 
usual jobs, and even routine jobs. 


Management seminars 


Through seminars and training courses, 
Remington Rand will help you learn how to 
apply electronic methods to your needs. In’ 
this way your organization can determine for 
itself the computer system needed — and the 
economic considerations involved — includ- 
ing choice between our rental or purchase 
plans. Remington Rand will also train your 
employees to operate the system efficiently. 
For more information, write to Remington 
Rand Inc., Electronic Computer Dept., 
Room 1431, 315 Fourth Ave., New York 10. 
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Serving the public 
and industry 
24 hours a day! 


The Manufacturers Light and Heat Company 

sn United Fuel Gas Company 

+ The Ohio Fuel Gas Company 
< Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Big Marsh Oil Company 
Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Home Gas Company 

The Keystone Gas Company, Inc. 

Natural Gas Company of West Virginia 

The Preston Oil Company 


¥ 





oe 


Mid co 
— 
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We’re Ready 


Conversions to higher Btu gas . . . New plant facilities, in- 
cluding cylic catalytic reforming plants, holders and mixing plants, 
all for the greater utilization of natural gas . . . Greatly expanded 
distribution systems! These and many other advancements and 
expansions of our facilities, costing many millions of dollars each 
vear, have been made so we can say “we're ready” . . . ready to 
meet the rapidly expanding demands for gas by our increasing 


number of customers. 


We like to feel that being “ready” merely fulfills our obli- 
vations to those folks who, by their preference for economical 
and dependable gas service, have increased our gas business by 
64% in the past five years... And year in and year out have 


given us new peaks in sales and in customers. 


Yes, “we're ready” . . . satisfied with past progress. and 


looking eagerly toward the future with confidence. 


THE UNITED GAS IMPROVEMENT CO. 
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Gas Industry 
Bonds 
Preferreds 
and 


Common Stocks 


Union Securities Corporation 


65 Broadway, New York 6 


BOSTON ' BUFFALO ’ CLEVELAND 


HARTFORD ‘ PHILADELPHIA ” SYRACUSE 






















































ompany 


A Public Servant: serving the City of St. Louis 
and St. Louis County with new, Natural Gas— 
commercially, industrially, and in the home. 











Expansm@@, of its facilities is continually in 


progress U@jgive the best service possible to 
a greater nitaber of people. Underground 
storage is, at We moment, a big part of 
Laclede’s program™g make more gas avail- 
able to St. Louisans tit more St. Louisans 


can enjoy the benefits of th@wmggic blue flame. 


The Magic Blue Flame: a symbol and a reality of good toward 
man—the best fuel there is for man’s comfort and convenience 
and economy. 
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| Wigun, 
From Mt. Hood: ~ 
to Lake Okeechobee 


*Y \ 


Abrams Airmapping Crews Are Making» 
Surveys In -Less Time At Less Cost ~” 


Wherever you may be, whatever your terrain, however difficult your problem, 
Abrams Aerial Surveys will save you time and lower your surveying cost. 
Contour and Planemetric Maps, Plan & Profile and Atlas sheets, and many 
other specialized maps to fit specific needs of Federal, State, Municipal and 
Commercial projects have been compiled by economical photogrammetric 
means. Write for a free copy of our guide to Air-Mapping, “AERIAL 
SURVEYS AND MAPS FROM PHOTOGRAPHS.” 


ABRAMS AERIAL SURVEY 
CORPORATION 


LANSING 1, MICHIGAN U.S.A 





NATURAL GAS 


in our 


NATIONAL 
5 5 OT Or.6 B 
CENTER 







ompleted this year at a cost of $64 million, the 
fourteen-story Clinical Center, is the newest imple- 
ment of the National Institutes of Health for 
research into the causes and cures of such chronic 
killers as high blood pressure, cancer, and arthritis. 


As many as 500 patients suffering 
from these diseases can be admitted to 
this Clinical Center for observation, 
testing and treatment. Money can’t buy 
this care, which is the finest available. 
No charge is made, a patient’s sole 
requisite for admission being an illness 
of just the type that the Center wants to 
study. For such study there are 1000 
separate laboratories in the building. 

The Clinical Center is located in a 
Washington suburb, and the Washing- 
ton Gas Light Company supplies it with 
natural gas for cooking, water heating, 
incineration, thousands of Bunsen 
burners, and other specialized labora- 
tory equipment. 

A special tribute to natural gas is 


its choice as fuel for certain small 
laboratory ovens. These ovens contain 
bacteria cultures developed over a span 
of years under carefully controlled con- 
ditions, and precise temperatures must 
be maintained in the ovens without in- 
terruption. “If the natural gas supply 
should fail,” one of the Center’s scien- 
tists has said, “it would ruin 15 years’ 
work.” The fact gas was chosen for the 
job indicates how remote this possi- 
bility was considered to be. 

This confidence, demonstrated at 
the Clinical Center and shared also by 
our other customers, is a challenge con- 
stantly to provide adequate service and 
thereby continue to merit the trust of 
those we serve. 


WASHINGTON GAS LIGHT COMPANY 
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Is communieation 





ZDS 
AUTOMATIL Tz ELECTRIL 


® 





A complete line of communication 
equipment for the power industry: 


P-A-X Business Telephone Systems 


Lenkurt Carrier Telephone 
and Telegraph Systems 


Lenkurt Microwave Radio 
Communications Equipment 




















53 


November 5, 1953 


Public Utilities Fortnightly 25 











really 


working lor you? 


A. you getting all the economies, all 
the operating efficiency, that modern 
communication facilities can give you? 


Just ask your communications superin- 
tendent! 


Ask him about P-A-X Business Tele- 
phone Systems—the modern automatic 
telephone systems now owned and used 
by 70 of the leading power companies in 
the country. Ask him about “carrier” 
and about “microwave” radio—the eco- 
nomical ways to extend communication 
channels where you need them, when 
you need them, without costly wire-line 
construction. . . . Ask him to tell you 
about Automatic Electric Company. 


Communications men throughout the 
power industry know Automatic Electric 
as the makers of P-A-X Business Tele- 
phone Systems. With P-A-X, many power 
companies are discovering efficiency un- 
imagined befare—simply by separating 
their load of “inside” telephone calls 
from their volume of outside calls—by 
handling all “internal” communication 
over a separate system of P-A-X auto- 
matic telephones! And when P-A-X Sys- 


tems are connected by microwave and 
carrier channels to link stations along 
the line, these same efficiencies are in- 
creased many times! 


Originator of the automatic dial tele- 
phone system, Automatic Electric has a 
background of sixty years’ experience in 
communication. Here is an organization 
of communication specialists, ready to 
work with your organization—to make 
communication work for you, as it is 
doing for many others! 


Your communications officials probably 
know the Automatic Electric representa- 
tive; or just call us at HAymarket 
1-4300 in Chicago. 


Widespread 
operations of a 
leading oil company 
are ‘nit together 

by a P-A-X 
Business Telephone 
System. Write for 
your copy of the 
illustrated 12-page 
result story. 








sp ELECTRIC | 
AUTOMATIC Ry ELECTRIC 


® 
Makers of Telephone, Signaling and Communication Apparatus . . . Electrical Engineers, Designers and Consultants 


Distributors in U.S. and Possessions: 
Automatic Electric Sales Corporation . . . 1033 West Van Buren Street, Chicago 7, U.S.A. 
In Canada: Automatic Electric Sales (Canada) Limited, 26 Hollinger Road, Toronto 13, Ontario 
Export Distributors: International Automatic Electric Corporation, Chicago 








26 


Public Utilities Fortnightly 








KINNEAR Steel Rolling Doors 


increase efficiency in another modern building 








Ward Steel Co. Pleased with Kinnear Doors 


""We certainly are very pleased that Kinnear 
Doors were selected .. . we operate five of 
them, and at all times have experienced the 
utmost of performance."’ 
Mr. J. A. Parsons, Vice President 
Ward Steel Co., Cambridge, Mass. 


In thousands of buildings, old and new, 
Kinnear Rolling Doors have proved that 
they give better service at lower cost. Their 
efficient coiling upward action and inter- 
locking slat construction permit maximum 


Saving Ways in Doorways 





use of all space around doorways—inside 
and outside the building—at all times. 


Kinnear Steel Rolling Doors open and 
close with time-saving ease year after year. 
They assure extra protection against wind, 
weather, intrusion, and fire. Available for 
manual or motor operation. Kinnear Steel 
Rolling Doors are built in any size, for 
easy installation in old or new buildings. 
Write for details. 


The KINNEAR Manufacturing Co. 


Factories: 
2060-80 Fields Avenue, Columbus 16, Ohio 
1742 Yosemite Ave., San Francisco 24, Calif. 
Offices And Agents In All Principal Cities 
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gives you Extra Power in the pull 


When your utility job needs a powerful pull . . . moving equipment or getting 
your transportation in and out of rough locations . . . you need a Model U-125 
KING Complete Front-Mount Winch Assembly to do the heavy work. 





The Model U-125 Assembly, shown above, with special 4-way cable guide roller 
arrangement, was designed especially for public utility jobs where backfill work 
or pipe pulling must be accomplished by an angular cable pull. 


The vertical rollers are set farther forward than usual, and the front edges of the 
vertical side frame are recessed to permit 90° angle pull of the cable. 


Though well above axle clearance, this unit sets low enough on front end of 
truck to allow good radiator air circulation, yet involves only a minimum of 
truck understructure cutting or bending to clear driveshaft from power-take-oft 
to winch. 


Model U-125 Assemblies made for 1948 through present models 1, 142, 2 and 
2¥4-ton popular make trucks. 


-* Write for bulletins on KING 
Complete Front-Mount Winch 
Assemblies to fit your trucks 


4 
_- ey IRON WORKS 


HOUSTON 10, TEXAS 





2214 WASHINGTON AVENUE 
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This announcement is under no circumstances to be construed as an offering of these securities for sale, 
or as an offer to buy, or as a solicitation of an offer to buy, any of such securities. 
The offering is made only by the Prospectus. 


NEW ISSUE 
211,416 Shares 


Florida Power Corporation 


Common Stock 


(Par Value $7.50 Per Share) 


Subscription Price $24 per Share 


Rights, evidenced by subscription warrants, to subscribe for these shares have been issued 
by the Company to the holders of its Common Stock of record on October 8, 1953, which 
rights expire at 3:30 P.M., New York Time, on October 26, 1953, as more fully set forth in 
the Prospectus. The several underwriters have agreed, subject to certain conditions, to 
purchase any unsubscribed shares and, both during and after the expiration of the sub- 
scription period, may offer shares of Common Stock as set forth in the Prospectus. 








Copies of the Prospectus may be obtained in any State in which this 
announcement is circulated from only such of the underwriters, including 
the undersigned, as may legally offer these securities in such State. 


Kidder, Peabody & Co. Merrill Lynch, Pierce, Fenner & Beane 


October 14, 1953. 
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Greetings, Delegates to the AGA Convention 


HE growth of the natural gas industry in the United States and 

the increasing importance of natural gas as a source of energy 
are among the major developments in America’s economy since the 
Second World War. In the past seven years, through the construc- 
tion of more than 44,000 miles of long-distance high-pressure pipe 
lines at an investment in excess of four billion dollars, natural gas 
service has been extended to most of the United States. Statistics 
for 1952 show that natural gas supplies 221/,% of the total mineral 
energy resources of the nation—two-thirds as much as coal and 
more than one-half as much as oil. We are proud to be a part of 
this industry. 


EL PASO NATURAL GAS{{j| COMPANY 
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It's the talk of the trade! 


Simple, efficient, one-unit water-heater control provides close, even temperature 


regulation . . . cuts installation and service costs 


H ekE’s the modern, com- 
pact gas control for water 
heaters that’s solving automat- 
ic control problems for a 
steadily increasing number of 
manufacturers. And small 
wonder — the Model 50 Gasa- 
pack and your burner can be 
installed or removed for ser- 
vice as a single unit. All parts 


a 








al 





are easily accessible for quick 
servicing or replacement. Not 
only that, this dependable con- 
trol gives you the safe, simple 
operation and uniform water 
temperatures that add_ real 
sales features to your heaters. 
Get all the facts about this 
trouble-free control. Write to- 


day for Bulletin G210. 























Strap-on thermo bulb 
eliminates need for spud 
projecting into the tank. 
There's no possibility of 
water entering the gas 
line or of gas mixing 
with the water. 





Model 50 Gasapack can 
be mounted integrally 
with the burner. Thus, 
for servicing or install- 
ing, the complete as- 
sembly can be installed 
or removed as a unit. 












@ COMPACT BODY SIZES .. . only 35g x 54% x 344. 
Permits neat, compact heater design and installa- 
tion. 

@ PRECISION MADE of non-corrosive material. Posi- 


easy to set for warm, normal or hot operation. 
@ CONTACT TYPE THERMO-BULB clamped to outside of 
water tank maintains precise temperature control 


For Export: 13 E. 40th St., New York 16, N. Y., U.S.A. 


Only the Model 50 Gasapack gives you all these features 


with complete safety in operation. 
THREE-POSITION CONTROL KNOB regulates main 


and pilot valves. 


tive seal valve seats, impervious to all gases. @ 100% SHUT-OFF SAFETY PILOT mechanism closes 
@ LARGE BUILT-IN PILOT FILTER reduces pilot outages valve if flame is extinguished. 
from impurities in gas. Capacity 3 cu. ft. of air © PILOT MOUNTINGS and pilot burners can be adapt- 
per hour at 70° F. ed to any water heater or burner design. 
@ SIMPLE WATER TEMPERATURE CONTROL LEVER — @ PILOT AND MAIN ORIFICES instantly removable 


from front of control. Fast, easy changeover for 
any type of gas. No need to remove or dismantle 
control to suit varying gas requirements, 


A-P CONTROLS CORPORATION 


2470 N. 32nd St., Milwaukee 45, Wisconsin 
In Canada: A-P Controls Corp., Ltd., Cooksville, Ontario 









(fp) 
+++ for Air... Liquids «+» Cases... Refrigerants 
DEPENDABLE (01220/2 
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BIGGEST 
POWER PLANT 


" 
"The American economy’s need for electricity and 
fuel gas continues to grow. Such growth requires 
constant planning for the future. 














Guaranty Trust Company has participated importantly 
in financing the progress of investor-owned public 
utilities. This bank’s Public Utilities Division 
understands the problems of financing and is familiar 
with the requirements of this basic, progressive 
industry. 

In addition to direct financing, Guaranty Trust 
Company acts as registrar and transfer agent for secur- 
ities, as trustee of bond issues and pension trusts, 
and in related capacities. 


Guaranty nian 


New York 15 
Trust Company —™s,n0* 

Madi: Ave. 60th St. 
of New York ee 


Rockefeller Plaza at 50th St. 


Capital Funds $380,000,000 New York 20 


Member Federal Deposit Insurance Corporation London Paris Brussels 
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Recognized Everywhere... 








L-N CUSTOM-ENGINEERED 
ELECTRICAL EQUIPMENT 


Alternator DC Generators 


Systems 


GW 


Cranking 
Regulators Motors 


a 


Small Motors Switches 








YOU CAN 
RELY on 


WHEREVER YOU LIVE, you rec- 
ognize this view of New York, a 
great city, famed for its skyscrapers. 
And New York City recognizes the 
Leece-Neville Alternator...it is 
doing a great job there every day on 
cars and trucks of several utilities. 


This is just one of the many places 
where you will find L-N Alternators. 
They’re in Allentown, Amarillo, 
Portland, Montreal and hundreds of 
other city and rural utilities, large 
and small, here and abroad. 


More than seven years of reliable 
performance on thousands of cars 
and trucks has earned this wide ac- 
ceptance of the L-N Alternator as 
a replacement for the conventional 
d.c. generator. 


Because the L-N Alternator delivers 
25 to 40 amperes at curb idle, bat- 
teries stay charged, vehicles keep 
rolling, crews stay on the job. L-N 
Alternators have ample capacity to 


EWING G. 





handle a big load of accessorie 
up to 95 amperes on 6 volt syste 
to 180 amperes for 12 volt. With 
L-N Alternator System, two- 
radio is surer and clearer. 
maintenance and operating c 
are much lower. 


By attaching an L-N Transforme 
the Alternator, 110 volt powe 
available. Your crews can plu 
soldering irons, flood lights, eled 
drills and other portable power t 
Send for special Transformer fo 


You can rely on L-N Alternato 
go on delivering top perform 
year after year with only rou 
maintenance. Transferred from 
to car, many L-N Alternators 
run 500,000 miles and more. 


Be sure to specify L-N Alterna 
on your vehicles. For all the fa 
write The Leece-Neville Co., Cl 
land 14, Ohio. Custom-Engine 
Electrical Equipment Since 1909. 


[eece- 
jjjeville 


L-N Alternators 
proved by performance for over 7 yea 
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q Pennsylvania mage _ Systems Operation Committee, begins fall meeting, 
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5 T New Castle, Pa., 
6 F { Southern Gas Association begins residential sales conference, Eastern Area, ® 
Charlotte, N. C., 1953. 
7 Ss 17 hats Ph Utilities Association will hold annual meeting, Atlantic City, N. J., Nov. 
8 S { Oklahoma Telephone Association will hold annual convention, Oklahoma City, 
Okla., Nov. 19, 20, 1953. 
9 9 American Petroleum Institute begins annual meeting, Chicago, IIl., 1953. 
4 National Electrical Manufacturers Asso. begins meeting, Atlantic City, N. J., 1953. 
10 T* § School Food Service Association begins annual convention, Boston, Mass., 1953. 
ll W 1 Wan 1983. Utilities Association, Electric and Gas Section, begins meeting, Milwaukee, 
is 
12 T* { Florida Telephone Association begins annual convention, Daytona Beach, Fla., 1953. 
13 F { Southern Gas Association begins western area residential sales conference, Dallas, Tex., 
1953. 
{ Pacific Coast Electrical Association will hold annual Hawaiian conference, 
14| S* Honolulu, Hawaii, Nov. 19, 20, 1953. £:) 
15 S ¥ Southeastern Electric Exchange will hold general sales conference, Atlanta, Ga., Now. 
19-21, 1953. 
16 M { Georgia Telephone Association begins annual convention, Atlanta, Ga., 1953. 
17 T* { National Association g Corrosion Engineers begins fall conference, Western Region, 
Los Angeles, Cal., 195 
18 W 4 Mid-Southern Gas Association begins annual meeting, Raleigh, N. C., 1953. 
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Gas Lamplighter of Long, Long Ago 


Vodern youngsters get a glimpse of a familiar figure of bygone days when gas 
was used for street lighting. 
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The Gas Industry Is a 
United Industry 


The author of this article gives us a clear view of the present 

status of the gas utility industry as it convenes for its thirty- 

fifth annual convention in St. Louis, Missouri, October 26th 

to 28th. Although confronted with some of the most difficult 

decisions and complicated problems ever to face a major Ameri- 

can industry, the gas utilities are going forth with confidence, 
mainly because they are united in purpose. 


By FRANK C. SMITH* 
PRESIDENT, AMERICAN GAS ASSOCIATION 


, \HERE is one achievement of 1953 
on which the gas industry can 
look with special satisfaction. 

It has gone farther than ever before 

toward becoming a united industry. I 

believe that the end of this year will 

find all components of the gas indus- 
try which serve the public unified 
as to policy and co-ordinated in a pro- 





*Also, president, Houston Natural Gas Cor- 
poration. For additional personal note, see 
“Pages with the Editors.” 


gram which has a common purpose. 
That purpose is not only to defend 
and maintain our markets and services 
but also to advance aggressively into 
competitive markets, with improved 
and enlarged services. It is to be 
achieved by the concerted action of gas 
utility companies, gas appliance manu- 
facturing companies, and gas appli- 
ance dealers the country over, welded 
into a solid front. 
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PUBLIC UTILITIES FORTNIGHTLY 


The current year will bring other 
achievements. It will see the gas utili- 
ties serving more than 27,000,000 cus- 
tomers, a substantial gain over the 
record high of 1952. Revenues from 
the sale of gas will be at new high 
levels, quite possibly in the neighbor- 
hood of $2.75 billion. Volume of gas 
sold again will climb to new high 
levels, perhaps as high as 57 billion 
therms. 

These are record advances of which 
any industry justly may be proud. 
They are testimonials of the progress 
of a forward-looking industry that is 
dedicated to offering the utmost in 
service to its customers. They are gains 
that have been duplicated or surpassed 
consecutively for several years. 


HE tremendous expansion of our 

natural gas system still continues. 
Last year the Federal Power Com- 
mission approved construction of more 
than 4,500 miles of new natural gas 
pipeline. 

Applications for approximately 12,- 
500 miles of additional pipeline 
were pending before the FPC at 
the year end. It is estimated that 
1953 construction will add about 
5,000 miles of additional pipeline to 
the 350,000 miles of natural gas gath- 
ering, transmission, and distribution 
pipeline now in operation in the United 
States. 

Reserves of natural gas continue to 
increase at a rate that is substantially 
ahead of production. At the beginning 
of 1953, the committee on natural gas 
reserves of the American Gas Associa- 
tion estimated proved recoverable re- 
serves of natural gas at 199.7 trillion 
cubic feet, an increase of 5.9 trillion 
cubic feet over a year earlier, despite 
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a record production of 8.6 trillion 
cubic feet in 1952. 

The gas industry expects to spend 
$4 billion in the 4-year period from 
1953 through 1956 in the construction 
of new facilities and the expansion of 
present plant. More than $3.6 billion 
of this total will be spent by the nat- 
ural gas branch of the industry. In 
1953 alone, approximately $1.3 billion 
will be devoted to the construction 
program of the natural gas branch of 
the industry. 


fens impressive construction pro- 
gram is mandatory. The demand 
for gas services continues to exceed 
the industry’s ability to serve all of 
the prospects who clamor for gas 
service. This is particularly true in the 
field of space heating. During the 
1953-54 heating season the gas indus- 
try expects to add approximately 


1,225,000 new gas house-heating cus- 


tomers to the 11,750,000 residential 
customers now using gas for space 
heating. An additional 1,200,000 will 
be added in each of the next two heat- 
ing seasons, if reliable estimates of 
gas utility companies can be taken as 
a yardstick. New residential gas in- 
stallations were made in 95 per cent 
of the new homes built in areas last 
year where gas utility companies are 
franchised. 

These are good, solid advances. 
They keep the gas industry abreast, if 
not slightly ahead, of the nation’s 
growth of population and market in- 
crease. The over-all prospects for the 
gas industry for 1953 and for several 
years ahead are bright. But the indus- 
try cannot afford to rest on these pros- 
pects. 

The gas industry is well aware that 
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The New Unity in Gas Industry Ranks 


. uh fers is one achievement of 1953 on which the gas industry can 

look with special satisfaction. It has gone farther than ever 
before toward becoming a united industry. I believe that the end of this 
year will find all components of the gas industry which serve the public 
unified as to policy and co-ordinated in a program which has a com- 
mon purpose. That purpose is not only to defend and maintain our 
markets and services but also to advance aggressively into competitive 

markets, with improved and enlarged services.” 





“gas” spelled backward would become 
“sag.” A backward move on the part 
of our industry, such as complacency 
in the fields of selling and service, 
easily could result in a “sag” instead 
of the rising trend of gas industry’s 
customers, sales, and revenues. 


yy was this foresight that prompted 
committees from the American 
Gas Association and the Gas Appliance 
Manufacturers Association to scan 
closely the entire economic picture of 
the gas industry a year ago. These 
committees found that although new 
records were being achieved each year 
in some areas of operation, a gradual 
sag was evident in some fields of gas 
appliance selling. 

It became evident that all segments 
of the industry must unite in a com- 
mon front if all of the advantages of 
the industry’s vast resources were to 
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be best utilized. Recommendations 
were made to the executive boards of 
both gas industry trade associations. 
With the approval of both branches 
of the industry, these recommenda- 
tions took form at the beginning of 
this year, in the Gas Industry Devel- 
opment Program, an action program 
that has met with the unanimous ac- 
claim of the entire gas industry. 

I am aware that readers of PuBLIc 
UTiLities FoRTNIGHTLY are inter- 
ested in the legislative and financial 
aspects of the public utility industry 
as well as the regulatory aspects. For 
this reason, I believe a brief descrip- 
tion of the program and its progress 
to date is pertinent here. 

The Gas Industry Development 
Program essentially is an action pro- 
gram aimed at increasing the sales of 
domestic gas appliances and improv- 
ing the service such appliances render 
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to gas utility customers. The gas in- 
dustry knows that if competitive ap- 
pliances are permitted to make sub- 
stantial inroads into the residential 
gas markets, the financial future of 
the gas industry will be affected to a 
marked degree. 


HE program has been officially 

launched and is showing returns 
in the way of increased and more uni- 
fied action throughout the industry. 
All regions of the country have been 
covered by task teams from both trade 
associations. Top executives in utility 
and appliance manufacturing compa- 
nies have, almost unanimously, pledged 
their support. Sales clinics are now be- 
ing held in ten different localities to 
bring the program to the sales and pro- 
motional executive personnel of the 
industry. 

At these clinics various phases of 
sales programs are thoroughly dis- 
cussed. Utility and dealer merchandis- 
ing programs that have proved suc- 
cessful are reported. Panel discussions 
and open forums enable the sales rep- 
resentatives of each company attend- 
ing the clinics to determine the type of 
sales effort best suited for a particular 
territory. Company and dealers’ sales 
forces will be presented with the sales 
development program. 

The American Gas Association has 
intensified its own promotional efforts 
to strengthen the development pro- 
gram. The tempo of its sales cam- 
paigns has been stepped up. More pro- 
motional material is available for deal- 
ers. 

Local advertising by gas utilities 
augments further the tremendous 
drive to sell more gas and gas appli- 
ances. Millions of dollars are being 
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spent by a united gas industry in this 
intensive promotional effort. 

Although the Gas Industry Devel- 
opment Program just now is reaching 
the operative stage in many localities, 
there are indications of its ultimate 
success in today’s trend in gas appli- 
ance sales. For the first six months of 
1953 the ratio of sales of gas ranges 
compared to electric ranges has in- 
creased. For the past few years this 
ratio has been gradually narrowing. 
Sales of gas water heaters and gas re- 
frigerators are climbing. Sales of all- 
year gas air conditioning show encour- 
aging gains, and marked improvement 
is recorded in sales of the new gas 
services such as gas laundry drying 
and gas incineration. 


’ | ‘HE gas industry has made prog- 
ress this year on other fronts. Re- 


cent rate case decisions handed down 


‘by the Federal Power Commission can 


be interpreted to mean that the rate- 
making agency will be more realistic 
and expeditious in handling applica- 
tions of the long-distance transporters 
of natural gas. The granting of the 
rate increases to United Fuel Gas Com- 
pany and to Texas Gas Transmis- 
sion Corporation may indicate more 
willingness on the part of the FPC to 
recognize that these and other gas 
companies must have financial relief 
if they are to meet the ever-rising 
costs of doing business. It is significant 
that the industry’s top Federal regu- 
latory authority has acted to allow 
these companies to earn reasonable 
rates of return; 64 and 6 per cent, 
respectively. 

These decisions may be compared 
with that handed down by the com- 
mission last year when Colorado In- 
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terstate Gas Company was directed to 
reduce its rates by $3,000,000 annual- 
ly, thereby reducing its rate of return 
to 53 per cent.’ At that time the ma- 
jority of the commission believed that 
a return of 5 per cent should be ade- 
quate in the case of that company. 

There is now reason to hope for a 
break in the log jam of rate increase 
applications now pending. More than 
$141,000,000 a year is tied up in ap- 
plications now awaiting commission 
action. Granting of any substantial 
part of these applications will simplify 
the problem of the gas industry in fi- 
nancing the tremendous construction 
program that is still ahead. 


om in securities of the gas 
pipeline companies as well as the 
gas distributing companies can find 
encouragement in the new rulings of 
the FPC. The value of their invest- 
ments should rise. Producers should 
be encouraged to make greater invest- 
ments in exploration and drilling. New 
discoveries should augment present 
known reserves of natural gas at an 
increased rate. 

This article is being written for the 
annual AGA convention issue of Pus- 


1 Re Colorado Interstate Gas Co. (FPC 
1952) 95 PUR NS 97. 


Lic UTILities ForTNIGHTLY. A fea- 
tured speaker at that convention will 
be Jerome K. Kuykendall, named 
chairman of the FPC by President 
Eisenhower. Mr. Kuykendall has 
promised to report on “Five Months 
As Chairman of the Federal Power 
Commission.” I am sure that its editors 
will bring, either in this issue of the 
FORTNIGHTLY or in a succeeding issue, 
a clear report from the new commis- 
sioner on what has transpired in his 
brief term of office, and what can be 
expected, at least in the near future, 
as a result of regulatory action. 


I* conclusion, I must point out that 
increased sales effort alone cannot 
assure a permanent path of progress 
for the gas industry. Nor will higher 
rates solve the industry’s problems. 
Improved appliances and better serv- 
ices will benefit both the gas industry 
and its customers. But it will take the 
co-ordination of all these, and every 
other means at the disposal of the gas 
industry, to maintain and to improve 
its present excellent position in the do- 
mestic, industrial, and commercial 
markets. 

With the united front which the 
industry now is achieving, those ob- 
jectives can—and will—be reached. 





nag by eee scientists have testified that much more satis- 
factory results would be obtained if the money spent by 
the government for traditional research were handled by pri- 
vate interests. The most effective means of promoting research 
would be to revise tax laws so that those in the upper income 
brackets may be induced to give more liberally to the scientific 
work of colleges and universities, and so that business firms 
can set aside larger sums for research work.” 
—Excerpt from New England Letter, published 
by First National Bank of Boston. 
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The Exploration and Discovery 
Of Natural Gas 


It is the natural gas consumer above all whose inter- 
est is at stake when the gas industry constantly strives 
to develop new sources of reserves for future service. 


By PAUL KAYSER* 
PRESIDENT, EL PASO NATURAL GAS COMPANY 


HE consumer ultimately pays the 

bill and hence every economic 

transaction in the last analysis 
hinges upon him. 

The production, transmission, and 
distribution of natural gas are no ex- 
ception to this rule. The long-range 
interest of the consumer is the true 
test of every policy both of manage- 
ment of production, transmission, and 
distribution companies and of regula- 
tory commissions having jurisdiction 
of such companies. 

In the light of this simple principle, 
the importance to the consumer of ex- 
ploration and discovery should be 
carefully examined by all those who 
are charged with the duty of making 
decisions affecting natural gas serv- 
ice. 





*For additional personal note, see “Pages 
with the Editors.” 
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The continuity of the service in the 
future is wholly dependent on explora- 
tion and discovery. 


HE natural gas industry is depend- 

ent upon exploration in exactly 
the same manner that the oil industry 
is. In this respect the gas industry is 
different from any other utility. In the 
case of a power plant it is possible to 
calculate the exact cost of electricity 
in almost any given amount in almost 
any given locality. But in the case of 
natural gas it cannot be so calculated 
because it must first be found by ex- 
ploration. 

The dependence of both the oil and 
gas industries upon exploration and 
discovery for the continuance of sup- 
ply is clearly shown by the statistics 
on reserves in relation to annual pro- 
duction. 
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Sb figures for 1952? show that 
there are sufficient proven re- 
serves of oil in the United States to 
run the industry at the present rate of 
production for thirteen years. The fig- 
ures for the same year show that the 
proven gas reserves are sufficient to 
run the gas industry at the present 
rate of production for twenty-three 
years. If these two industries were 
going to last only these years, then 
their liquidation should begin now 
and provision should be made for some 
other source for the required energy. 
But the only thing that will keep this 
from occurring is exploration and dis- 
covery. The table below from the 
record shows clearly that both indus- 
tries “live” on exploration and dis- 
covery. 

An examination of the history of 
the oil industry reveals that the rela- 
tion of proven reserves to production 
has varied from year to year, but has 
always indicated clearly that through- 
out its entire history the industry has 
been dependent upon exploration and 
discovery for the continuation of its 
supply. 

On the field price of oil, the con- 
sumer of petroleum products has paid 
a sufficient amount to stimulate and 
sustain exploration over all the years 





1 AGA-API Reserve Committee Report. 


of the history of the industry and thus 
has assured himself an adequate sup- 
ply of one of the most vital sources 
of energy in our economy. 

The exploration for and production 
of gas is not a utility operation, and in 
a free economy no one is going to en- 
gage in such business, except to a very 
limited degree, for a 6 per cent or 64 
per cent return. If the consumer is to 
be assured an adequate supply in the 
future, he must pay a field price for 
the gas that will stimulate and sustain 
exploration and discovery in prac- 
tically the same manner as the field 
price of oil sustains the exploration 
and discovery of oil. There is no other 
way he can be assured of his supply. 


“. gas industry now national in 
scope. The importance to the 
economy of an understanding of the 
problem of future supply of natural 
gas is clearly disclosed by an examina- 
tion of the following statistics con- 
cerning the energy resources of the 
United States. We reproduce from 
the American Gas Association reports 
(page 676) a table showing the rela- 
tionship of the various energy re- 
sources since 1940. 

It should be noted that gas now sup- 
plies 22.5 per cent of the energy of 
the nation. This is two-thirds as much 





= 

Uil Reserves Production Gas Reserves Production 

Thousand Thousand Thousand Thousand 
Year Bols. Bbls. Years MCF MCF Years 
eer 26,821,227 2,186,197 12.27 173,869,340 6,007,628 28.94 
1949 ...... 28,378,501 2,017,347 14.07 180,381,344 6,245,041 28.88 
rere 29,536,061 2,171,187 13.60 185,592,699 6,892,678 26.93 
eee 32,192,623 2,481,373 12.97 193,811,500 7,966,941 24.33 
_ eee 32,957,205 2,541,554 12.97 199,716,225 8,639,638 23.12 
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ANNUAL SUPPLY OF ENERGY FROM MINERAL FUELS AND 
WATER POWER IN THE UNITED STATES, 1940-52 


(Per Cent) 
Natural 
Gas Bituminous Pennsylvania Grand 
(Marketed Coal and Total Anthra- Water Total 
Year Production) Lignite Petroleum cite Power Energy 
eee 11.3 47.9 32.1 5.2 35 100.0 
_. eer 11.1 49.4 30.9 5.2 3.4 100.0 
1942 ...... 11.2 52.1 27.6 5.2 3.9 100.0 
eee 11.9 50.2 28.7 5.0 42 100.0 
1944 . 12.0 48.9 30.1 4.9 4.1 100.0 
ae 13.0 46.5 31.8 4.3 4.4 100.0 
a 13.6 44.0 33.2 48 44 100.0 
_. eee 13.8 46.3 31.8 4.1 4.0 100.0 
2 15.1 42.9 34.0 4.0 4.0 100.0 
ae 18.5 36.4 36.7 3.5 4.9 100.0 
_. eee 18.7 37.3 36.6 3.1 4.3 100.0 
| 20.3 35.4 37.6 2.7 4.0 100.0 
OP vaiinees 22.5 31.4 39.4 2.6 4.1 100.0 





® Subject to revision. 





as coal and more than one-half as 
much as petroleum. Gas has doubled 
its percentage in the past ten years and 
is steadily rising. 

This same source of information 
shows that in 1952 80 per cent of all 
consumers of gas use natural gas, 
while 90 per cent of all sales of gas 
in the United States are natural gas 
sales. 

The industry has ceased to be local 
in its character but has become na- 
tional in its scope. It is now one of the 
principal energy sources of the nation. 
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Its continuance in this position is 
wholly dependent upon exploration 
and discovery. 


EDERAL POWER COMMISSION regu- 

lation. In the first rate cases de- 
cided by the Federal Power Commis- 
sion in 1940-41, the commission fixed 
the policy that pipelines could earn 
only a return of 6 per cent or 63 per 
cent upon depreciated cost of produc- 
tion properties in the same manner 
as transmission properties. In other 
words, the commission held that pro- 
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duction of gas by a pipeline company 
was a utility operation, notwithstand- 
ing its holding that production by an 
independent producer was not a utility 
operation and was not subject to its 
jurisdiction under the Natural Gas 
Act. 

The effect of this policy as shown 
by the record has been to penalize 
those companies who were foresighted 
enough to acquire their own reserves 
and practically to stop all exploration 
by such companies and to cause prac- 
tically all new pipeline companies to 
refrain from acquiring production. In 
an article in Pusiic UTILITIES Fort- 
NIGHTLY of March 26, 1953,? Ed- 
ward Falck analyzed the production 
statistics of the twelve major pipe- 
line companies operating continuously 
since 1942 and the five major pipe- 
lines organized since that date. His 
study shows a steady decline in gas 
produced by such companies from a 
composite high in 1942 of 29.6 per 
cent to a composite low of 13.5 per 
cent in 1951. Moreover, the chart 
showed that the companies organized 
after 1942 produced no gas except an 
insignificant amount by one company, 
despite the fact that these major pipe- 
lines bought, in 1951, one trillion one 
hundred sixty-three billion cubic feet 
of gas. 


HE evidence submitted to the Fed- 

eral Power Commission in rate 
cases involving the companies owning 
a substantial part of their reserves 
shows that in some instances the pipe- 
line company receives for its gas 1} 
cents to 14 cents per mcr, while an 
independent producer not regulated by 





2“Impact of FPC Rate Regulation on Nat- 
ural Gas Production.” Vol. LI, No. 7, p. 420. 


the commission receives 8 cents to 10 
cents per MCF for gas produced from 
an adjoining lease in the same field. In 
the case of one pipeline company the 
exhibits presented to the commission 
revealed that, treating production as 
a part of the utility operation, actually 
resulted in a minus figure of 1.24 cents 
per McF for gas produced by the com- 
pany after credits for the value of gas- 
oline, butane, and other by-products 
extracted from the gas and passing on 
to the consumer the tax saving from 
statutory depletion allowed under Fed- 
eral income tax statutes.’ 

Obviously, a pipeline company will 
not freely engage in exploration when 
it gets so little reward for discovery 
in comparison with others engaged in 
the same business. 


Pe should be re-examined in 
light of present conditions. At the 
time the Federal Power Commission 
fixed its policy in respect to a 6 per 
cent or 6} per cent return upon pro- 
duction facilities, reserves were no 
great problem to pipeline companies. 
There was a great surplus of gas over 
the Southwest, and large quantities of 
gas could be easily bought for 3 cents 
to 5 cents per mcr. Under such condi- 
tions, the rule respecting production 
might have been defended, but condi- 
tions have changed and certainly now 
the rule should be re-examined from 
the consumers’ standpoint in the light 
of the new conditions respecting sup- 
ply. 

The consumer is certainly primarily 
interested in a continuous long-term 
supply. If he is to have such supply, 
exploration must be done for his bene- 


8 FPC Docket G-1116 et al. Exhibits 569-70- 
71-73-78. 


677 NOV. 5, 1953 








PUBLIC UTILITIES FORTNIGHTLY 


fit. The producer will not engage in 
such exploration unless he receives a 
field price that justifies the risk. Con- 
sequently, the consumer must pay such 
price in the rate if he is to get the gas. 
This being true, it certainly follows 
that his interest will be best served by 
encouraging the pipeline companies to 
explore for and produce gas rather 
than to leave such exploration and 
production to the independent pro- 
ducer who has no direct connection 
with or obligation to the consumer. 


| ace to consumer in bargain- 
ing position of pipeline. One of 
the most important reasons why the 
pipelines should be placed on an equal 
basis with the independent producer 
in the acquisition of reserves, is the 
bargaining position a pipeline acquires 
by owning a substantial part of its 
reserves. In the face of rising field 


prices, it is a very acute problem for 


the pipeline owning no reserves to buy 
all of its requirements from inde- 
pendent producers, The necessity of 
having to buy all its gas on long-term 
contracts under the pressure of plan- 
ning an expansion program requiring 
the expenditure of $50,000,000 to 
$100,000,000 puts the pipelines in the 
most difficult bargaining position in 
the making of supply contracts. To re- 
lieve this unbalanced situation, the 
pipeline should always have on hand 
some reserves of its own as a cushion 
against the necessity of buying at defi- 
nite prices for fifteen to twenty years 
the gas required for a given service. 
Its bargaining position is immeasura- 
bly improved by the ownership of such 
reserves. 

The oil industry has already clearly 
set the pattern. Practically all success- 
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ful oil companies explore for and pro- 
duce a very large part of their require- 
ments and purchase the balance needed 
on a short-term basis in the main on 
month-to-month contracts. This prac- 
tice has justified itself as shown by 
the fact that the oil industry, so op- 
erated, has supplied the nation through 
two great wars, the great depression, 
and the recent period of unprecedented 
expansion, and at no time has the con- 
sumer suffered a serious shortage of 
supply, nor have the prices of petro- 
leum products in such periods fluc- 
tuated as greatly as the average of 
commodity prices. 


HE pipelines have or can acquire 

the technical skill to engage in ex- 
ploration. The pipelines are necessarily 
in close contact with the production 
business. Through their engineering 
departments they have knowledge of 
production technique. Through their 
geological departments, in order to 
estimate supply with intelligence, they 
have acquired a great mass of geo- 
logical data, the very basis upon which 
exploration is carried out. They have 
more precise data respecting gas pro- 
duction, probably, than the oil com- 
panies because oil companies tradition- 
ally, and by present practice, neces- 
sarily regard gas as a by-product, while 
for the pipelines it is their principal 
business. 

The pipeline companies have billions 
of dollars of capital invested in pipe- 
lines which must be of no value at the 
end of twenty to twenty-five years 
unless additional reserves are discov- 
ered available to their systems. And 
yet under the Federal Power Commis- 
sion rule they are placed at a distinct 
disadvantage in exploring for gas in 
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competition with the very producers 
from whom they must buy their sup- 
ply or curtail or discontinue their serv- 
ice to their consumers. This would 
certainly appear to be against the in- 
terest of the consumer, and in the end 
result in a higher rate for less service. 


Op seme Natural gas service is 
different from all other utility 
service in that it is made up of three 
separate and distinct segments—pro- 
duction, transmission, and distribu- 
tion. These separate functions are in 
the main carried on by independent 
corporate units sustaining only a con- 
tractual relation to one another. One 
of the segments, production, is not a 
utility operation and is not regulated. 

The relationship between the trans- 
mission companies, the pipelines, and 
the distributors is, in the main, regu- 
lated and made certain by certificates 
granted by the Federal Power Com- 
mission under § 7 (c) of the Natural 
Gas Act and by state commissions un- 
der applicable state statutes. Thus the 
marketing and transportation are thor- 
oughly and effectively integrated. But 
the third segment, production, in the 
main is covered only by long-term 


contracts. In the interest of stability 
and in the interest of long-term, con- 
tinuous service of the consumer, the 
industry should be further integrated 
by the acquisition of reserves by the 
pipelines, both by purchase of pro- 
ducing properties and by exploration 
and discovery. In no other way in a 
free economy can the consumer be 
assured an adequate service for the 
maximum length of time at the most 
reasonable rates economically justi- 
fied. 


I“ view of the importance of this 
service to the economy, and in view 
of rising field prices in the principal 
areas of supply, and in view of the 
fact that all supply beyond present 
proven reserves depends upon explora- 
tion and discovery, it seems reasonable 
to suggest that these facts demand, in 
the interest of the consumer, a re- 
examination by the Federal Power 
Commission of its rule respecting pro- 
duction by the pipeline companies and 
that these companies be placed upon a 
parity in relation to production with 
the producers from whom they now 
purchase the vast majority of their 
requirements. 





— this [utility] industry wants to assure its continued 
prosperity und expansion and to enjoy the confidence 
of its customers and the public generally, it can do nothing 
better than to lend its great weight to the end of achieving a 
uniformly improved utility regulatory climate throughout the 
48 states generally and the territories and insular possessions. 
It will not be done in a day. But each day spent doing it will be 
twenty-four hours closer to the ideal and an immeasurable dis- 
tance farther from the end none of us wants—state Socialism.” 


—Evucene S. LoucuHiin, 
Former president, National Association of 
Railroad and Utilities Commissioners. 
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A Company Publication 
Tells the World 


Earlier this year, it was noted, with a little surprise, that a gas pipeline 
utility company had started to publish a regular magazine—For ITs CUS- 
TOMERS AND THE PUBLIC AT LARGE! Specifically, this quarterly was planned 
to be distributed to the company’s wholesale customers, civic leaders 
in the communities served by the company’s system, and the general 
public. In the foreword of the first (spring) issue, this natural gas 
transmission company president announced the company’s plan to discuss 
through its pages the economics of the natural gas business, the various 
important factors inherent to its operations, and, in general, to con- 
tribute to better public understanding of the natural gas industry and 
its problems. This article tells about the interesting departure from 
established practice, how it came about, and the technique of its editorial 
assembly. 


By WILLIAM J. QUINLAN* 


HE story of Northern Natural 

Gas Company is now being told 

in its area, to customers and 
the public, through the medium of 
Transmission, a quarterly magazine. 
Through its pages we plan to acquaint 
people with the operations of Northern 
and its role as a citizen in the many 
communities dotting the pipeline. 

We know our customers have a defi- 
nite interest in us, because their wel- 
fare is tied in so closely with ours. We 
hope to tickle the palate of the public 
and cultivate their appetite for an 
equal interest. 

The company knows it has a marked 
influence on the economy of the area 
in its swing through eight states. The 


Northern Natural 


*Publications director, 
Gas Company. 
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system area includes the states in which 
Northern obtains gas from the fields 
—Texas, Oklahoma, and Kansas—as 
well as the states in which it sells gas 
at wholesale rates to 27 utilities who 
retail it—Kansas, Nebraska, Iowa, 
South Dakota, and Minnesota. The 
business of natural gas transmission 
has developed into an industry that 
holds a significant place in the national 
economy. It was felt the great expan- 
sion by Northern and others has out- 
stripped public understanding of the 
industry and its problems. We want to 
provide our neighbors in the area with 
authentic information about the com- 
pany. 

We recognize the inherent ad- 
vantage to everyone, including our 
customers, of having the increasing 
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stature of the industry interpreted 
properly and adequately. 


J ppenieparsde problems and the cor- 
rect solutions are of considerable 
consequence to the economy of its sys- 
tem area. Realizing this we plan to 
construe them in terms of the public 
and its welfare. Natural gas has had 
a definite hand in raising the standard 
of living. Many jobs have been cre- 
ated and millions of dollars flow from 
Northern into the bloodstream of the 
economy. These facts and many more 
similar ones will be carried to the peo- 
ple to help them understand better that 
it is worth while to have us next door. 

The first issue was published in the 
spring of this year. A summer edition 
has since been issued, and the fall 
issue is in the making. 

Transmission is mailed to utility 
customers, employees, newspaper edi- 
tors, radio and TV editors, chamber 
of commerce secretaries, and other 
“leaders of thought.” The last-men- 
tioned group includes city officials, as- 
sociation, lodge, and fraternal heads, 
professional men, and others who or- 
dinarily tend to mold public opinion. 
The impressions gained by this group 
may very well determine the attitude 
of the general public. 

The idea for the magazine sprang 
from President John Merriam who 
recognized the need for a medium to 
broadcast the Northern story, not with 
a barrage of propaganda but rather 
with facts presented in a lively, inter- 
esting manner. In the foreword of the 
first issue Mr. Merriam stated in part: 


This area is our home, you are our 
neighbor. We want to keep you in- 
formed on our business so that we 
may better serve you. 
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Everyone in the public relations de- 
partment pitched in and tackled the 
problem with a great deal of relish 
and enthusiasm. It presented a real 
challenge because of the many sides to 
our audience. They varied from our 
utility customers with a very keen in- 
sight into our industry to a prominent 
civic leader with a vague notion of a 
steel tube, full of gas, coming out of 
the South. 

After months of research and study 
the magazine began to take shape. 

The name Transmission was selected 
because it connoted transmission of 
both natural gas and ideas. 


) studying feature possibilities we 
decided that a straight Northern 
fare would not be digestible year after 
year. Articles were woven in on color- 
ful historical subjects, outstanding 
civic projects, and important places— 
all within the geographical sphere of 
the company’s system area. 

Our pipeline as it reaches out of the 
Southwest cuts a swath through the 
heart of an area rich in Americana. 
The legends of our pioneer fore- 
fathers, midwestern history, myths, 
and fables all provided a wealth of 
possible material. 

The forward-looking cities we 
served steeped in tradition and civic 
progress presented further rich ele- 
ments for change-of-pace articles. 

The many interesting uses of nat- 
ural gas also offered numerous novel 
and unusual story situations. 

With these basic ingredients the 
first issue was planned, written, and 
published. It carried seven articles, 
four of which were Northern. One, en- 
titled “More Gas Coming,” told of 
the plans for increasing capacity. In a 
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Telling the Straight Facts about the Gas Business 


c¢ HE business of natural gas transmission has developed into an 

industry that holds a significant place in the national economy. 
It was felt the great expansion by Northern and others has outstripped 
public understanding of the industry and its problems. We want to pro- 
vide our neighbors in the area with authentic information about the 
company. . . . TRANSMISSION is mailed to utility customers, employees, 
newspaper editors, radio and TV editors, chamber of commerce sec- 

retaries, and other ‘leaders of thought.’ ” 





very brief and innocuous way it told 
of the long, arduous route the company 
traveled over a period of two years to 
obtain authority to build facilities. It 
pointed out that Northern had hurdled 
many obstacles and had been con- 
sistent in its effort to provide the maxi- 
mum amount of long-range depend- 
able natural gas service. A simple 
line chart portrayed graphically the 
almost vertical rise in capacity growth 
since World War II. 


= Keep the Flame Eternal,” 

also in the first issue, demon- 

strated that the search for fuel that 

kindles the fires of home and industry 
is constant. The article explained: 

Pipeline companies such as North- 

ern have a long-term obligation to the 


people they serve. When gas is brought 
into a community, it is done with defi- 
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nite assurance that the service is to be 
continuous and long-range—with the 
assurance that there are more than 
ample supplies for years to come. If 
suddenly, for an unknown reason, the 
discovery of new sources of gas sup- 
ply were to be stopped by some mys- 
terious means, every consumer now 
on Northern’s system could be assured 
of service for a long time. But, plan- 
ning doesn’t stop there—Northern 
can’t be content to sit back and rest— 
the big search for new supply, like 
show business, must go on. 


The article continued by comment- 
ing in detail about Northern’s stepped- 
up exploration program in all fields 
within striking distance of its pipeline. 
That the big search goes on and on so 
that the customer can merely flick his 
thermostat and be assured his gas is 
there. 

Although the article told of the 
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many problems and obstacles inherent 
in exploration for gas, threaded 
throughout was a studied assurance 
that gas would always be there to do 
the customer’s bidding. 

“Giving Gas a Bath” related how 
the gas is cleaned to assure a superior 
product for the customer. 


- THERM,” a friendly, effer- 
vescent but imaginary charac- 
ter, was introduced. Tom with a flame 
for a head and pipeline for a body 
said, “Your first impression may be 
that I’m a rather odd looking little 
fellow but you see I am a fictional com- 
posite of my firm, Northern Natural 
Gas Company. 

“Tom, my first name, together with 
my work gloves and overalls, repre- 
sents the employees of my company. 
Now notice the piece of steel pipe and 
collar that is jutting out of my clothes 
—this represents the pipeline system 
of my company that extends through 
seven states, Texas, Oklahoma, Kan- 
sas, Nebraska, Iowa, South Dakota, 
and Minnesota. 

“My last name, Therm, is not an un- 
usual name to persons familiar with 
the natural gas industry. Therm is a 
unit of gas measurement and it char- 
acterizes the natural gas coursing 
through my veins. 

“My head, which is the shape of a 
flame, typifies the end use or service 
my company offers its many commer- 
cial, industrial, and residential cus- 
tomers. 

“My entire being is the result of 
thousands of stockholders, people like 
you, investing money in my develop- 
ment. 

“I am proud to be a composite of 
all the hard work and planning of em- 
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ployees and management, our multi- 
million-dollar properties, as well as a 
servant to the thousands of natural gas 
users. I am extra proud of everything 
I represent, which is all of us.” 

Tom in his homely way demon- 
strated that wrapped up in his being 
were the sweat and savings of many 
people to serve many more people. In 
short, each segment of his being de- 
pended on the other for survival and 
progress which is the American way 
of life. 


Ame of tempo was the article 
“Jobs, Incorporated,” a story 
about a community-planning project 
of Albert Lea, Minnesota, a town 
served from Northern’s system. It 
told of its efforts to create jobs and 
promote industry for the city. A peg 
for the story beyond being a town 
served by the company was the fact 
that Charlie Myers, president of Jobs, 
Inc., was also district manager for the 
local utility, Interstate Power Com- 
pany. 

The article created quite a stir 
and hundreds of requests came in from 
various cities. Several hundred copies 
were sent to the chamber of commerce 
of Albert Lea for its use in fulfilling 
future requests about the project. 
Senator Humphrey read the article 
into the Congressional Record of June 
16th. 

The edition was rounded out with a 
story on Allied Chemical Company, a 
future customer who is to use natural 
gas in the manufacture of nitrogen. 
It showed not only the diversity of 
natural gas but also the value of nitro- 
gen in increased production. The plant 
site was spotted in the company area 
because of the availability of natural 
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gas and will bring a payroll of $30,000 
a week. A prominent midwest busi- 
nessman stated: 

The new plant will be of incalculable 
benefit to the entire area, It means 
more crops, more beef, more prosperity 
for everyone. 


6 gen second issue of Transmission 
carried similar stories. “The Story 
of 2 Billion Dollars” revealed that the 
oil and gas industry spent $2 billion 
in 1952 in the search for oil and gas 
for the use of Mr. and Mrs. America. 

“Gas from the Land of Pecos Pete” 
related the tale of Pecos Pete who per- 
formed many of his legendary feats 
in what is now the Permian basin, a 
field that Northern entered this year 
for the first time. 

Readers were given a box seat at 
the Mason City, Iowa, centennial 
through the pages of Transmission. 
Leslie Hawkins, assistant manager of 
Peoples Gas & Electric Company, a 
Northern utility customer, was vice 
chairman. 

The annals of the 150th anniversary 
of the Louisiana Purchase were re- 
captured. A large part of the area in- 
volved in that transaction is served 
with natural gas from Northern’s sys- 
tem. 

A story on a compressor station 
and alfalfa dehydration completed the 
articles. 

Incorporated in the issue was an edi- 
torial on the complex and exacting 
problem of rate making, which began 
as follows: 

We are squeezed on one side with 
demands for higher prices for the gas 
we purchase in the field and pressed on 
the other side by the consumer who 


is naturally interested in low rates. In 
walking this tightrope we must always 
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bear in mind the many stockholders 
who deserve a fair return on their 
investment. 


The editorial continued by recount- 
ing the early days when people were 
reluctant to accept gas as a desirable 
fuel at any price. How the picture has 
reversed and every one now wants gas! 
It was concluded with “natural gas is 
still a very economical fuel and the 
increases have been small compared to 
the price of other commodities.” 


. is our belief that the public will 
accept reasonable rate increases if 
they have irrefutable facts presented 
in a lucid manner. The importance of 
public acceptance of rates was crystal- 
lized by Charles F. Mason, president, 
California Independent Telephone As- 
sociation and chairman of the board, 
General Telephone Company of Cali- 
fornia, in a recent issue of PuBLIc 


‘Urimities FortNiGHTLY! with the 


astute observation: 


Public relations is to business what 
faith is to religion. Without it we can 
do nothing very effectively or for very 
long. I wonder if we always realize, 
for example, that every formal rate 
case has to be tried twice—once before 
the public utilities commission and 
once before the bar of public opinion. 
And it is quite possible, through a 
neglect of public relations, to obtain 
a favorable decision in a rate case be- 
fore the commission and stil] lose our 
case as far as the good will of the pub- 
lic is concerned. . . . 


The Independent Natural Gas As- 
sociation of America has embarked on 
a public information program which 
in its words is based on “The impor- 





1“Public Relations Needs of the Tele- 
phone Industry.” Vol. LII, No. 2, July 16, 1953, 
p. 69. 
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tance of encouraging exploration and 
production of natural gas to assure 
adequate, dependable supplies. Ac- 
quainting the general public with what 
goes into the all-industry job of find- 
ing and producing, transporting and 
distributing natural gas to the ultimate 
consumer.” 

The association recently held a pub- 
lic information workshop in Dallas, 
Texas, and pointed to Transmission 
as an example of what companies can 
do to achieve this goal. 


termined. We think it will take several 
years before this can be clearly estab- 
lished. 

Transmission is only one of several 
steps the company is undertaking in 
the way of an expanding public rela- 
tions program. But we do feel it is an 
important one. Through Transmission 
we will have direct contact with lead- 
ers in the area. As we see it, an in- 
formed public is an essential part of 
the growth and expansion of the nat- 
ural gas industry. 
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Tennyson once wrote, “I am a part 
, i ‘HE acceptance or readership of of all that I have met”—and so it is 
the magazine has not yet been de- with us. 





The Old Lamplighter of Long, Long Ago 


(See frontispiece) 


AMES WEIR re-enacts a scene from his boyhood as a gas lamp- 
lighter for Peoples Gas Light and Coke Company some fifty 
years ago. He has retired from active service with the company 
in recent years. The photo was taken in the arcade of the 
Museum of Science and Industry and the old street lamp shown 
is one that was actually in use in Chicago around the turn of the 
century. It is attached to a gas line in its new location and burns 
at the present time as it did years ago. The stepladder upon 
which Mr. Weir is standing and the torch which he holds were 
both used by lamplighters in that era. The two boys shown in 
the picture just happened to be wandering through the museum 
when the picture was taken. One boy was dragging his shoe be- 
hind him by the string just as he appears in the photo taken by 
Elliott Robinson of the CHICAGO DAILY NEws. During its 100th 
anniversary year (1950) the company presented a gas industry 
exhibit to the museum. 

The Peoples Gas exhibit at the museum, entitled “The Story 
of Flame Gas,” was dedicated on September 7, 1950, and is 
maintained by Peoples Gas on a permanent basis. While the ex- 
hibit traces the early development of man’s use of flame and the 
early beginnings of the gas industry, the exhibit emphasizes the 
most modern phases of the industry as we know it today, from 
reproduction of efficient transmission and production equip- 
ment down to the latest in all manner of appliances for both 
home and industry. 





685 NOV. 5, 1953 














Explaining the Rate Case 
To the Employee 


The author of the statement reproduced in this article has been 

writing a column in his company’s employee publication each 

month, explaining the importance of the rate case. It has become 

such a popular feature that other company management people 

may well be interested in this demonstration of a persuasive 
and informative message. 


By JAMES F. OATES, JR.* 
CHAIRMAN, THE PEOPLES GAS LIGHT AND COKE COMPANY 


Editorial Introduction 


“4 J NneE Peoples Gas Light and Coke 
Company of Chicago, Illinois, 
has for a number of years had 

a 12-point personnel policy. One of 
the points is “To keep employees in- 
formed about matters of general com- 
pany interest, including basic policies 
and programs.” Various means are 
utilized by Peoples Gas to make this 
policy more effective, in order that 
employees will know as much as pos- 
sible about expansion plans, sales pro- 
motion programs, customer service 
changes, etc. 





*For additional personal note, see “Pages 
with the Editors.” 
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In addition to sending special bul- 
letins, copies of press releases, and 
other material to employees, James F. 
Oates, Jr., chairman of The Peoples 
Gas Light and Coke Company, writes 
a column each month for Gas News, 
the company’s employee magazine, in 
which he expands upon a subject of 
current importance to the company and 
its employees. In one of his recent 
“Our Company” columns, Mr. Oates 
explained to employees the compelling 
reasons which make it necessary that 
the company ask for a general rate in- 
crease. (The application then pending 
with the Illinois commission has since 
been acted upon.) 
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EXPLAINING THE RATE CASE TO THE EMPLOYEE 


Since there has been a growing ap- 
preciation in recent years of the con- 
tribution a well-informed utility em- 
ployee can make to a better under- 
standing of a utility’s service to its 
customers, and its relations with the 
community, the following reproduction 
of one of Mr. Oates’ columns is given 
as an excellent example of manage- 
ment communication with employees 
on the vital subject of utility rates. 


Mr. Oates’ Statement 


} gp wagquens Peoples Gas completed 
the presentation of its evidence 
in the general rate proceeding which 
has been pending before the Illinois 
Commerce Commission since March 
16, 1950. In this connection the com- 
pany proposed to the commission new 
rates for its service classifications 1, 
2, 3, and 6, which involve all present 
rates except those charged for inter- 
ruptible and off-peak service. The pro- 
posed rates, it is believed, will, if ap- 
proved, increase the company’s rev- 
enues on the basis of the conditions 
existing at the end of 1952 by approxi- 
mately $6,000,000. 

It is important that all of the em- 
ployees understand the reasons why 
we must seek these increased rates and 
appreciate fully that our action in do- 
ing so is in the public interest. As a 
public service corporation, Peoples 
Gas operates subject to the regulatory 
control of the Illinois Commerce Com- 
mission, which has many duties and 
much power. The applicable Illinois 
statute gives to the commission the 
right to control rates to be charged 
by public utility companies and pre- 
scribes that such rates “shall be just 
and reasonable.” It has been inter- 
preted that just and reasonable rates 


must be nondiscriminatory except as 
the law provides that any public util- 
ity, with the consent and approval of 
the commission, may as a basis for the 
determination of the charges made by 
it, classify its service according to the 
amount used, the time when used, the 
purpose for which used, and other 
relevant factors. A utility company is 
entitled to charge rates which will be 
sufficient to cover all of the costs of 
an efficient operation, including the 
expenses of depreciation and taxes, 
and produce, in addition, a fair return 
on the fair value of the property used 
and useful in the public service. 


6 bow interests of the public utility 
and of its customers are essen- 
tially identical. In the long run no 
utility can prosper unless it serves 
effectively the best interests of the 
public which constitutes its customers. 
It is also equally true that the public 
will never receive the benefit of high 
standards of service at a reasonable 
level of rates unless the utility has been 
able to maintain through the years a 
good credit standing and thereby is 
in a position to maintain and expand 
its plant. 

A rate case is a big job. I have enor- 
mous respect for the men and wom- 
en of the Peoples Gas organization 
who have worked so hard and so long 
in presenting what I firmly believe to 
be one of the finest records ever as- 
sembled for the consideration of a 
state regulatory commission. Under 
the direction of Mr. Griffith and with 
the help of a number of outside ex- 
perts, we have assembled a vast vol- 
ume of facts and data in the form of 
testimony and exhibits. This job has 
been expensive and it is estimated that 
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as of May 31, 1952, the company has 
expended in excess of $2,000,000 on 
our rate proceedings which began in 
the fall of 1949. This figure includes 
not only payments for the services of 
others but an estimate of the value 
of the time expended by members of 
our own organization. 

The testimony in the general rate 
proceeding now consists of 4,000 
pages. We have introduced 82 exhibits 
which have 5,500 pages. The largest 
single exhibit is an inventory of all of 
the items of the company’s property, 
fully and accurately described. This 
exhibit is 1,498 pages long and covers 
some 214 buildings, 16 storage hold- 
ers, 8,000 inside plant items of station 
and shop equipment, 28,500 items of 
general equipment such as transporta- 
tion equipment, furniture, office ma- 
chines, laboratory equipment, etc., 


3,756 miles of mains, 523,000 services, 


and 998,000 meters. 


oo are three big issues in each 
general rate proceeding. First, 
what is the fair value of the company’s 
property which is dedicated to the pub- 
lic service. This fair value is a so-called 
“rate base” upon which the company 
is entitled to earn a fair return. We 
have at great expense and, I think, 
with remarkable accuracy presented a 
complete picture to the Illinois com- 
mission of the various types of evi- 
dence necessary to determine a proper 
rate base. We have shown the histori- 
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cal cost of every item of our property. 
We have also shown the reproduction 
cost of each such item and other evi- 
dence of a similar character. 

The second big issue in a rate case 
involves the determination of the com- 
pany’s expenses of all types, including 
the expense of depreciation. The de- 
termination of the expense of depre- 
ciation is a highly technical and very 
difficult matter. It is also very serious. 
The expense of depreciation is the cur- 
rent cost which a utility company sus- 
tains by way of the consumption of its 
properties through their use in the pub- 
lic service. For example : we know that 
an automobile wears out to some ex- 
tent each year that it is used. The value 
of the service capacity of the automo- 
bile which is consumed each year by 
this wearing-out process is the expense 
of depreciation. It is our belief that we 
have established in the record before 
the commission the fact that you can- 
not measure the actual current expense 
of depreciation in terms of the nomi- 
nal dollars spent in acquiring your 
properties and plant. Such nominal 
dollars are an inadequate measurement 
of the current expense of depreciation 
because, today, prices are so much 
higher than they used to be that the 
recovery of the number of dollars 
originally invested will not give the 
company an amount of money equal 
to the value of the plant now being 
consumed in terms of present low pur- 
chasing power dollars. 


essentially identical. In the long run no utility can prosper 


q “THE interests of the public utility and of its customers are 


unless it serves effectively the best interests of the public 
which constitutes its customers.” 
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iS bey third big issue is the fixing 
of a proper and fair “rate of re- 
turn.” The fair return is the money 
which a company is entitled to earn 
each year over and above the amount 
necessary to meet its expenses. For 
example: If the fair value of a utility 
company’s property is $100,000 and it 
is believed fair to permit the company 
to earn a 7 per cent rate of return, the 
company’s rates must be sufficient to 
pay all expenses, including the ex- 
pense of depreciation and taxes, and, 
in addition, to leave the company with 
$7,000, being 7 per cent of the fair 
value of its property. This “rate of 
return” produces the net earnings 
which a company must have in order 
to pay “rent” for the capital which 
has been provided by the investors— 
bondholders and stockholders. These 
earnings are the lifeblood of our com- 
pany. If we do not have adequate earn- 
ings so that we can compete success- 
fully for the investors’ dollars, we 
can neither replace our plant nor ex- 
pand it in the public service. We will 
not have properties and tools which 
give us our jobs and which perform 
the service upon which the public 
depends. 

We have been, in my opinion, en- 
tirely fair and modest in our request 
for a $6,000,000 rate increase. Our 
request is based upon the company’s 
greatly increased costs. We have had 
no increase in our general rates since 
1920. The amount of the increase will 
be spread over almost one million cus- 
tomers and will be a relatively small 
amount, per customer, per month. I 
believe our request is supported by 
the record and I know that every Peo- 
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ples Gas man and woman can feel con- 
fident that we are dealing fairly with 
our customers. 
Editorial Conclusion 

r is of special significance, with ref- 

erence to the choice of this particu- 
lar medium for presentation of the rate 
case story, that Chairman Oates’ page, 
appearing in each issue of the Gas 
News, has earned a wide acceptance 
among Peoples Gas employees. 

The company has engaged outside 
consultants, every so often, to inter- 
view employees to determine what sec- 
tion of the magazine interests them 
most. In the report of the consultants, 
Newcomb and Sammons, upon the 
survey made in August of 1952, this 
statement was made: 

The principal attraction editorially 
is the monthly editorial by your chair- 
man, James F. Oates, Jr. This feature 
is read by more people, with greater 
interest, enthusiasm, and confidence, 
than anything else in the magazine. In 
our employee publication experience, 
covering twenty-odd years, we have 
never seen an executive message with 
comparable employee acceptance, and 


we cannot call it anything but remark- 
able. 


These findings would suggest that 
this form of direct communication— 
addressed by a chief executive of a 
utility company to its employees—can 
be an effective way to convey timely 
information. 

Perhaps the very fact that the head 
officer in the company’s management 
takes the time and thought to send a 
message to every employee each 
month, has just the personal touch 
which wins attention, awakens inter- 
est, and inspires confidence. 
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Utility Public Relations Comes 
Of Age 





Public relations is everybody’s job. That means not 

only everybody within a public utility company’s 

ranks of management and employees. It means the 

whole field of regulation, including the regulatory 
commission and its staff. 


By FRANK C. SULLIVAN* 


T is a truism that the well-being of 
{ all segments of national life and 
effort in a democratic society de- 
pends, in the final reckoning, upon the 
thinking of the people—or, to be more 
specific, upon public opinion. 

And yet, despite this quite patent 
fact, it seems that in point of time it 
was only yesterday that utilities and 
regulatory bodies came definitely to 
grips with the public opinion problems 
posed by a constantly rising price 
structure which, in turn, meant con- 
stantly recurring rate increases. 

In a previous article in the Fort- 
NIGHTLY the author described at 
some length the details attending the 





*Public relations counselor. For additional 
personal note, see “Pages with the Editors.” 

\“Better Publicity for Utility Regulation” 
by Frank C. Sullivan. Pustic Utizities Fort- 
NIGHTLY, Vol. XLVIII, No. 10, p. 620, Novem- 
ber 8, 1951. 
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first exploratory steps taken in the 
California state regulatory field to 
furnish proper information regarding 
rate increases to a public reeling at the 
time, circa 1947, from the twin emo- 
tional impacts of the end of World 
War II and a price line beginning to 
head off into the wild blue yonder. 
Those first steps—looking back at 
them nostalgically—were mainly in 
the field of publicity ; they were devel- 
oped rapidly, to serve a purpose. They 
came after years of rate reductions 
which had won frequent inferential 
pats on the back for utilities and the 
commission from the press and public. 


aad ep Gas Rates Reduced 
$2,000,000,” “Electric Rates 
Slashed,” “Water Bills Cut,” were 
the kinds of headlines which were 
symptomatic of the well-established 
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trend. Then came the war, came in- 
flation, came the deluge—and along 
with the deluge came serious problems 
in the field of public relations which 
could not be answered quite so simply 
by either the regulatory agency or the 
utility. 

Not all of these problems could be 
said to lie in the domain of the general 
public—although it is true that the 
more immediate and pressing ones lay, 
and possibly still do, in that area. 

It became apparent after carefully 
and scientifically surveying the situa- 
tion that there were several potential 
sore spots developing from the neces- 
sity to raise utility rates to keep step 
with the rapid march of inflation. 

One such was that composed of the 
investing public—who, caught in the 
pinch, could not, and still cannot, quite 
understand why they are the forgotten 
ones of inflation. 

Another was that consisting of pub- 
lic officials, who sometimes conceived 
it their duty to oppose utility rate in- 
crease applications, no matter upon 
what meritorious grounds such appli- 
cations might be advanced. 


i along with these concepts, an- 
other developed—one to which 
more and more thought is being given 
by farsighted thinkers in the utility 
and regulatory fields. 

That is the belief that there is a mu- 
tuality of interest, from the public re- 
lations standpoint, which underlies the 
public educational work of all utilities ; 
and that, allied to this point of view, 
there is a certain field of educational 
endeavor which can be cultivated with 
equal success by the regulatory agency 
and the individual utility. 

Going a step further on this latter 
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point—it now appears that boundaries 
can be drawn wherein the utility and 
the regulatory body may pursue a pub- 
lic relations program which has many 
points of mutuality of purpose as well 
as theme and can be prosecuted with- 
out distorting the arm’s-length rela- 
tionship requisite under the regulatory 
theory. 


| spi while asserting this, it is neces- 
sary to point out that the public 
relations function of a regulatory body 
can never, by the very nature and con- 
cept of regulation, be discharged with 
the same intensity, or as widely in 
scope, as is possible for a utility. The 
reasons should be readily apparent. 
First, the regulatory agency is a 
quasi judicial body, usually possessing 
all the important powers of a court of 
record—such as the power to sub- 
poena, to administer oaths and adduce 
testimony, to punish for contempt, and 
so on. These powers are in addition to 
the ordinary legislative and executive 
powers possessed by the agency. 
Hence, regulators can hardly engage 
in any public information activities 
which are not strictly factual and bald- 
ly informative in nature. But within 
the factual and educational field much 
can be done. A commission’s public 
relations program will certainly help, 
within the boundaries which law, cus- 
tom, and good sense prescribe for it. 
Another and practical reason which 
tends to dampen the efforts of a regu- 
latory body in the public relations field 
lies in the factor of cost. A utility may 
properly purchase space and time in 
various and many communications 
media to disseminate information. 
Regulatory agencies are usually ham- 
strung in this respect by economy- 
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minded legislators, who are often 
averse to spending taxes for public in- 
formation tasks. 


cea what are the proper 
subjects of a commission’s public 
relations program? 

Certainly, the primary responsibility 
lies in the field of giving news of the 
commission’s work—news of rate fil- 
ings, news of testimony taken at rate 
cases, news of the commission’s de- 
cisions, of the commission’s investiga- 
tions, of activities of the commission’s 
personnel — when speaking publicly, 
retiring, or receiving honors from or- 
ganizations. 

This news, like all information com- 
ing from a regulatory agency, must be 
completely objective in nature if it 
would serve its purpose and not open 
the commission to the grave charge of 
propagandizing. 

Aside from such information there 
is further material which can be dis- 
seminated—and that is in the field of 
education in the rate-making process. 
Polls have confirmed the previously 
held view of observers that there are 
many phases of government organiza- 
tion about which folks are ignorant 
—but none perhaps in which they are 
more woefully ignorant than that of 
public utility regulation. There seems 
to be more misunderstanding and mis- 
conception about this among the gen- 
eral public than almost anywhere else 
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in the sphere of government. And such 
ignorance, as the Honorable John C. 
Doerfer pointed out several years ago 
in the ForTNIGHTLY,” constitutes a 
serious problem. 


6 hen ignorance has been tackled, 
and with some success, by com- 
missions in recent years. That they are 
conscious of the problem there can be 
no doubt. In California, as an exam- 
ple, the public relations “department” 
of the California commission consisted 
of one individual, plus clerical help, 
for several years. Du: ‘ng the tenure of 
R. E. Mittelstaedt, the commission’s 
able president, the public relations 
echelon has been increased to three 
persons, whose tasks are wholly pub- 
licity and public relations. Not so long 
since, personnel work was assigned to 
the public relations function. 

_ One of the recent productions of 
the California commission to assist in 
alleviating the public’s lack of under- 
standing, is a pamphlet setting forth 
the pertinent facts about members of 
the commission, the departments, and 
their duties ; and the fact that any citi- 
zen can appeal to the commission for 
information or to complain infor- 
mally. The Illinois Public Service 
Commission and undoubtedly others 


2“What a State Commission Does—and 
Why” by the Honorable John C. Doerfer. Pus- 
tic UtiLities FortNIGHTLY, Vol. XLVII, No. 
12, p. 771, June 7, 1951. 
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“THERE ts some thinking—based upon poll results already 
received by some utilities—that the man in the street is 
nowhere near as interested in rate increases as certain vocal 
groups and some newspapers would wish us to believe. Yet 
no regulatory body regards the problem of increasing rates 


with unconcern.” 
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have produced and distributed similar 
pamphlets. 

Aside from this, the commission’s 
public relations department has en- 
deavored to both cultivate and solidify 
friendly contacts with the California 
press, radio, and television stations on 
a personal basis. 


gtd perhaps even more important, 
members of the commission them- 
selves, indicating a striking awareness 
of the public relations necessities of 
their jobs, have been taking to the 
public platform whenever proper op- 
portunity is present, and there ex- 
plaining what the commission is, how 
it operates, and why—in an inflation- 
ary period—it becomes necessary to 
increase utility rates. 

Not to be outdone, certain commis- 
sion staff executives, experts in their 
field, with the detached point of view 
of scientific observers, have gone to 
the platform to inform and educate. 

Such appearances of both members 
and staff men have done much to clari- 
fy the commission’s position and par- 
ticularly to emphasize the commis- 
sion’s knowledge of, and concern with, 
the matter of “regulatory lag,” as well 
as other problems. 

Two examples of the public rela- 
tions thinking developing from the 
California commission in_ recent 
months are a matter of record. Both 
of these created interest among ob- 
servers—in the lay groups and among 
utility executives. 


pane before the American 
Transit Association on August 11, 
1953, at Los Angeles, Commissioner 
Kenneth Potter analyzed the public 
relations responsibilities of a transit 


693 





utility as envisioned by a commis- 
sioner. 


N his talk, he made a number of 
significant statements. One of these 
was: 


Transit management is prone to 
blame the regulatory commission for 
not granting the increases more readily 
and expeditiously, as though speeding 
up the vicious circle were the ultimate 
remedy. I grant that speedy relief to 
meet sudden increases in costs is nec- 
essary, but I cannot subscribe to the 
proposition that quick and frequent 
fare increases that result in shrinking 
patronage is the answer to the indus- 
try’s basic trouble, On the other hand, 
I am strongly of the opinion that a good 
public relations program is the best 
hope and an indispensable element in 
the long-range recovery of the transit 
business. (Emphasis supplied.) 


And again: 


It is not the function of a regulatory 
body to promote public ownership of 
utilities but to regulate the privately 
owned ones in the broad public inter- 
est. The promotion of good public re- 
lations is a significant aspect to the 
broad public interest. Legitimate and 
reasonable costs of such promotion are 
proper items chargeable to the opera- 
tion and definitely should be allowed 
for rate-making purposes. 


And yet again: 


To a degree the transit industry is 
still bearing the stigma of past unfa- 
vorable public relations. A necessary 
part of any current program will be 
to allay the fear and suspicion still 
lurking in the public mind and to de- 
velop the idea that the modern transit 
system is a genuine civic enterprise, of 
concern to all the public, and then live 
up to it. In the last analysis, this is my 
conception of public relations in the 
transit industry. (Emphasis in origi- 
nal.) 
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Public Opinion and Utility Rates 


¢ oj iy is a truism that the well-being of all segments of national life and 

effort in a democratic society depends, in the final reckoning, upon 

the thinking of the people—or, to be more specific, upon public opinion. 

And yet, despite this quite patent fact, it seems that in point of time it 

was only yesterday that utilities and regulatory bodies came definitely to 

grips with the public opinion problems posed by a constantly rising price 
structure which, in turn, meant constantly recurring rate increases.” 





5 the mind of the professional 
public relations practitioner there 
is no reason for Commissioner Potter 
to limit his frame of reference. What 
he says makes sense for any utility, 
any industry conscious of the power 
of public opinion in a republic where 
all citizens upon attaining twenty-one 
have free access to the ballot box. 

The commissioner’s observations 
are important, too, as exemplifying the 
awareness by a commission member of 
the technical imperatives—one almost 
writes the technical clichés—of mod- 
ern public relations, as taught by lead- 
ing academicians. 

Here, then, is the picture of a com- 
missioner pointing out to one group of 
utilities the public relations require- 
ments to which they should conform 
regarding rate relief, and, subsequent- 
ly, the broad public interest. Here is 
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the case of a commission-voting mem- 
ber informing the transit industry 
under his jurisdiction to “look to pub- 
lic relations” to put its house in order 
—excellent advice, without question. 

What conclusion can we draw other 
than that the commissioner himself 
was taking a sound public relations 
step, as a commissioner, in setting 
forth his views? 


(em. it is less difficult for a 
regulatory body to authorize a 
rate increase for any utility which has 
effectively prosecuted an intelligent 
public relations program—than for 
one that hasn’t. Certainly such an in- 
crease will be accepted with more un- 
derstanding of the need if there is a 
public which has been informed in ad- 
vance of the decision for the rate in- 
crease. 
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If one could moralize further, with- 
out drawing too long a bow—could 
it not be said also that the ideal situa- 
tion, from the standpoint of authoriz- 
ing needed increases in rates, would 
be to have all utilities alive to their 
public relations responsibilities; and 
that if one utility fails in this function, 
such failure has some effect, however 
slight, on every other utility? 


nN important public relations step 
taken by the California commis- 
sion—which indicated its modern 
awareness—was that of June 3, 1953, 
when E. F. McNaughton, director of 
the commission’s utilities division, ap- 
peared before the New York Society 
of Security Analysts. 

During the inflation, the question 
of regulatory lag has been repeatedly 
discussed by members of securities 
concerns, executives representing utili- 
ties, and by regulators themselves, 
seeking ways to speed up the rate- 
making process. On this point, Mr. 
McNaughton said : 

With the continued increases in sal- 
aries and wages and the growth of the 
state, rate applications are continuing 
to be filed in unprecedented volume. 
The commission has instructed the 
staff to take every step possible in find- 
ing ways and means of expediting the 
processing of these applications so that 
the backlog of rate proceedings may 
be reduced to the minimum and rea- 
sonable rate relief made available 
promptly. 

I can assure you that it is the intent 
of the commission and everyone con- 
nected with the commission staff to 
work toward a prompt processing of 
rate applications. 


Later in his discourse, Mr. Mc- 
Naughton said that a “7-point staff 
program has been undertaken in 
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the utilities division to endeavor to 
cope with the increased filings of rate 
increase applications, and to try to re- 
duce or eliminate points of contro- 
versy in such proceedings. Among 
these are a management survey of the 
staff organization, delegation of su- 
pervision of work to sections, and 
establishment of units in sections for 
specific purposes. Standard practices 
in as many phases of operation as prac- 
ticable have been rapidly developed. 
Intensive staff training has been insti- 
tuted. Committee approaches to con- 
troversial rate cases have minimized 
differences of opinion as to detail, leav- 
ing the more fundamental questions 
for full development in the record for 
decision by the commission.” 

The results of the speed-up process 
have been discernible and appreciated 
by affected utilities and by those who 
offer securities to the public, Mr. Mc- 
Naughton said. 

His appearance before the security 
analysts with the message he delivered 
—a message which included a review 
of the commission’s functions, its per- 
sonnel, its constitutional and legisla- 
tive background, its general staff 
make-up, and similar subjects—not 
only fulfilled a long-standing invita- 
tion but it was good public relations. 
These analysts had for some time been 
hearing from investor interests, at 
least some of whom were then, and 
are now, concerned not only over 
regulatory lag, but also over the re- 
fusal of some commissions to prop- 
erly recognize the inflation factor in 
rate of return. 


HE commission staff man in this 
instance has been in a sphere 
which could well stand further educa- 
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tional cultivation by commissions. 

Such an effort would prove a help- 
ful adjunct to the work being con- 
stantly done in this field by utility man- 
agement—portions of which are thor- 
oughly conscious of the unrest and 
disappointment afflicting many utility 
stockholders, over lag and paucity of 
earnings. 

Granted then, that commissions are 
becoming more and more alert to the 
public relations function, what is the 
picture in the field of public utilities ? 


Ww" averted eyes and an apolo- 
getic cough, we can refrain from 


discussing transit operators. Obvious- 
ly weak in the field of public relations, 
they have done little during the past 
few years to intelligently attack the 
problems raised in their industry, 
principally by the private automobile. 
Their refuge and solace have been two- 
phased: to seek higher rates (which 
too often have tended to divert traffic) 
and curtail and contract services. As 
this is written the Key System of 
Oakland, California, has been em- 
broiled with its transit union in a strike 
which has now continued more than 
fifty days and resulted in a superior 
court order for the utility to begin 
service within one week, no matter 
what—a real conundrum. Eleven cities 
joined to try to force the carrier to 
resume, pending further negotiations 
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or arbitration. Throughout the fifty 
days, the cries for public ownership 
(whatever that may cost in tax sub- 
sidies) rose to a roaring demand, as 
merchants saw their business wither 
from 30 to 60 per cent in volume, part- 
ly because housewives were confined 
to their homes while husbands used 


the family auto. 
8 Bere constitutes an example of the 
type of transit public relations 

which undoubtedly has some adverse 
effect—even though immeasurable— 
upon the well-being of all utilities. 

Aside from such untoward exam- 
ples, which are few and isolated, it 
seems safe to say that utility public re- 
lations, in California at least, and with 
specific regard to rates and earnings, 
have reached a maturity on a par with 
any other part of the nation. 

Indeed, one utility, of which the 
author has cognizance, has under way 
presently a comprehensive public rela- 
tions program which, for general ex- 
cellence, would be difficult to surpass, 
and hard to equal. The program en- 
compasses all phases of a well-rounded 
and integrated effort. It is based upon 
a clear statement of objectives and 
methods; which, in turn rest upon a 
careful study of the company’s public 
relations requirements in the rates and 
earnings field. 

There is nothing haphazard about it 


“... the skies of utility public relations appear brighter than 
they did a few years ago—or even as recently as a few 
months ago. Many utility managements now seem convinced 


that the task is and must be a continuous one—and that mod- 
ern public relations techniques have much to offer in ad- 
justing the utilities to their public responsibilities.” 
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—nothing left to chance. Its approach 
will be geared to results of opinion 
surveys using the motivation or 
“depth interview” type of polling 
which has been found so successful in 
recent years in disclosing the true 
views and thoughts of the tested indi- 
viduals. 

These interviews are to answer seri- 
ous questions which go to the heart 
of utility acceptance by the public; 
i.e., is the utility a “good neighbor” in 
the community? Do you agree with 
its policies as publicly expressed? Are 
its earnings fair? How does it com- 
pare with other utilities for service? 
And so on, probing for facts—not 
fancies—upon which to proceed. 


nee that a large percentage of 
the good will to be won by a com- 
pany rests upon its own employees’ 
attitudes, questionnaires are under 
way to determine just how the com- 
pany stands with these important 
opinion molders. On the results of such 
questionnaires, which are carefully 
weighted and scientifically controlled, 
will come policy for employee infor- 
mation and training, the evaluation of 
material to go into employee maga- 
zines, the handling of labor disputes— 
the general development of manage- 
ment views of employee relationships. 

Aside from this, however, no other 
pertinent phase of the company’s re- 
lations to the public is being overlooked 
or neglected: Stockholder relations, 
community relations—in the many 
aspects such a term implies; press, 
radio, and television relations, as dis- 
tinguished from actual publicity fur- 
nished; the keying of advertising 
thematically to thought patterns of 
the public as reflected by survey re- 
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sults—all are coming in for careful 
scrutiny. 

Nor is the rates and earnings prob- 
lem being forgotten. 

There is some thinking—based 
upon poll results already received by 
some utilities—that the man in the 
street is nowhere near as interested in 
rate increases as certain vocal groups 
and some newspapers would wish us 
to believe. 

Yet no regulatory body regards the 
problem of increasing rates with un- 
concern. The very fact that commis- 
sion personnel is placed on the regu- 
latory body by an appointing power, 
in California’s case, the governor, 
whose popularity rests upon ballot-box 
results—would seem to indicate that 
public opinion, and public thinking on 
rates, would have a bearing. 


H®= a utility should be inter- 
ested, first in comprehending 
public opinion and, second, in doing 
something about it along educational 
lines. 

An informed public, a public that 
understands what one California com- 
missioner terms the basic premise—the 
fact that economic conditions cause 
rate increases, not regulatory bodies— 
is necessary to the swift, efficient, and 
completely fair functioning of the 
regulatory process. 

You will note that the task always 
comes back to the educational and there 
is the area which can be common to 
both regulatory body and utility, as 
indicated heretofore. This is the field 
to which some California utilities, and 
others elsewhere, have been address- 
ing themselves with increasing suc- 
cess in the past few years. When such 
educational efforts truly begin to take 
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hold, results are commendable from 
every point of view. 

Take the problem of fair return— 
and the work that has been done to 
educate public, regulators, and some- 
times even utilities themselves by for- 
ward thinkers in the fact that the 
utility investor is entitled to a more 
adequate net return because of the 
serious depreciation of the dollar in 
purchasing power. 


HE battle for recognition of this 

fact is not won—but there are 
indications that there has been a vic- 
torious skirmish or two. 

Proof of this lies in the recent action 
of the Florida Railroad and Public 
Utilities Commission in authorizing a 
gross increase in rates of $1,265,000 
per annum for the Florida Power 
Corporation.’ This increase, becoming 


effective on August Ist, last, provided . 


for a rate of return of 6.45 per cent; 
or earnings equivalent to 13 per cent 
on book value of common stock, had 
the new rates been in effect for the 
twelve months ending June 30th last. 
In its decision, the Florida commis- 





8 Re Florida Power Corp. (1953) 99 PUR 
NS 129. 
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sion held that at the present time a re- 
turn of 6 per cent would not appear 
to be sufficient for a utility which is 
engaged in selling large amounts of 
new securities. 

Equally encouraging in this regard 
was the action of the Federal Power 
Commission in the recent decision on 
the United Fuel Gas, a wholly owned 
subsidiary of Columbia Gas System, 
in recognizing a 6.25 per cent return 
on net property. 

These two recent decisions are a 
beginning of what may be a generally 
more understanding attitude of the 
needs of utility investors and utility 
management in the present era. The 
constant educational steps taken to- 
ward that end by public relations must 
be accorded some credit for the ac- 
complishment. 


S the skies of utility public relations 

appear brighter than they did a 
few years ago—or even as recently as 
a few months ago. Many utility man- 
agements now seem convinced that the 
task is and must be a continuous one— 
and that modern public relations tech- 
niques have much to offer in adjusting 
the utilities to their public responsi- 
bilities. 





¢ lh rer aiy is the leverage which we can apply to im- 

prove individual output per unit of effort. Archimedes 
once remarked that if he had a lever long enough he could 
move the world. In technology we have a lever that is moving 
the world every day, lifting it toward new heights of utility 
and abundance, It is helping to lift us also toward new goals in 
the field of the humanities; toward new standards of educa- 
tional and cultural well-being. It is giving us new tools to ad- 
vance the essential dignity of the indtvidual—an objective 
toward which the world has struggled since its beginning.” 
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Gas Fights Glamor with Glamor 


It has new automatic appliances, developed since 





war’s end, plus a newly aroused battle spirit. It has a 
definite leadership on economy. And now gas is 
really cooking for itself. 


By JAMES H. COLLINS* 


ICTURE a town from which the 
Prime: boys have gone away to 

war, leaving the plain lads to 
spark the pretty girls—fellows who 
bring home the bacon, but do not know 
what to say, what to do with their 
hands. 

Then the glamor boys come home 
in uniform, with medals, or at least 
hash marks. 

It is the picture of two utilities— 
gas the homely plugger, and “juice,”’ 
always up to some new spectacular 
tricks. 

Only, the pretty girl often marries 
the plain guy because he is so homely 
—and other girls may leave him 
alone. 

So with gas. There is a new aggres- 
siveness in gas. With all the deep 
freezes and food plans, the clock ra- 
dios and television, the glamor of elec- 





*Professional writer of business articles, 
now resident in Hollywood, California. 


iricity, gas is speaking up for itself, 
and actually going in for glamor. 

Gas holds position for cooking, on 
economy. More gas ranges are going 
into new houses and remodeled homes, 
and as replacements in old homes, 
than any other type. They are being 
selected on their merits by customers 
who make comparisons with other 
types. 

Gas wafer heaters have a long lead- 
ership. 

Gas is competing in the household 
refrigeration field, and there are gas 
clothes driers, and even a gas disposal 
unit. 

Tomorrow, gas may have a pop-up 
toaster! 


N fact, gas is on the march, It is 
cashing in on that magic consumer 
word “automatic.” It takes pride in its 
research work on better appliances. It 
is looking to the professional promoter 
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for phrases like “flame-kissed flavor,” 
which it will cook into a steak like 
hickory coals. 

Step into an appliance store and look 
at the latest gas ranges, with their 
even circulation of baking tempera- 
tures, clock control, flexible top burn- 
er heat—and all. The salesman invites 
you to make some toast. Let it burn, 
brother! See how the smoke is con- 
sumed in the flame. He went to school 
to learn that sales gimmick, in his 
training to demonstrate gas appliances. 

“Part of our national carnival of 
gas cooking!” says the professional 
promoter. Like the Greeks, he always 
has a word for it. 

Gas seems to be launching a new 
offensive in that very old conflict that 
began with Edison’s invention of elec- 
tric lighting. Gas came into a civiliza- 
tion of candles and torches around 
1820, and gained supremacy in light- 
ing. When “juice” appeared, gas de- 
veloped incandescent mantles, and 
held a place later than is now remem- 
bered. As recently as the start of the 
First World War, gas men in San 
Francisco were discussing ways to 
meet a growing lighting load that 
loomed up just ahead. And then came 
radio and the first major electrical ap- 
pliances ! So they had no more worries 
about lighting. 

Some gas fellows say their business 
has been suffering from an inferiority 
complex. Electricity is always pulling 
off stunts, fascinating the American 
housewife. 


“a a pictures arose when she 
thought of gas?” muses a gas 
appliance manufacturer. “She saw 
herself perspiring over a gas range. 
But with electricity she could have a 
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magic servant, for cool, clean cooking, 
and sweeping, and washing—even an 
electric pad for cold nights. Why 
shouldn’t electricity be just as good 
for cooking—water heating—refrig- 
eration?” 

The electric appliance boys were 
telling her it could. 

Other gas executives say, “It’s a 
superiority complex we’ve been suffer- 
ing from. When reports come in of 
gas load lost elsewhere we have said, 
‘Oh, well, that wasn’t our load—it 
hasn’t happened to us.’ We should 
have been out investigating, locating 
the losses, taking steps to recover the 
load, and get some more.” 

Over the years, the harder these 
utilities have fought each other, the 
more they have grown. Really, the 
battle has been for better living condi- 
tions, and both have won. 


| ereerseny as aggressive a promotion 
job for gas as any, is that of two 
southern California utilities—South- 
ern California and Southern Counties 
Gas companies. They are doing a job 
good enough to illustrate the new 
fighting spirit. 

These companies have electric com- 
petition as lively as could be desired. 
Inside the municipal limits of Los An- 
geles there is the city-owned Depart- 
ment of Water and Power, and out- 
side, spreading over most of southern 
California, the Southern California 
Edison Company, both alert in pro- 
motion. 

This is a spur to enterprise, and 
there has been a postwar building ac- 
tivity adding 100,000 gas meters every 
year since hostilities let up—the two 
companies have a present total of 1,- 
750,000 meters. They have been lead- 
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ers in such developments as storing 
summer gas supplies underground for 
winter peaks, and in bringing natural 
gas from Texas. 


\ feemen they are separate corpora- 
tions in many respects, they both 


follow a common policy in promo- 
tion, based on these fundamentals: 

Gas has leadership for cooking, 
water heating, and space heating. Elec- 
tricity is competing in these fields, fair- 
ly new, but aggressive. So gas must 
speak up for itself. 

Gas is a competitor in household 
refrigeration. 

The gas clothes drier and incinerat- 
ing disposal unit are very recent addi- 
tions to the gas appliance line, but 
they are also new in the electric appli- 
ance field; they require pushing by 
manufacturers, dealers, and the utili- 
ties, and these companies are in there 
pushing. 

Gas is cheaper in southern Califor- 
nia than other parts of the country, 
and this is a point that weighs with 
the thousands of newcomers, and 
worth emphasizing to older residents, 
who have taken it for granted. 

Through consumer surveys and 
building permits, it is known that there 
is a preference for gas. When families 
build, buy a house, or remodel, they 
weigh the respective merits of gas and 
electricity and decide upon which is 


= 
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suitable for themselves. Gas enjoys a 
large majority in this practical poll. 
Similar decisions are made when ap- 
pliances wear out in old houses. These 
surveys point out effective promotion 
themes. 

“Would your next range be electric 
—and why ?” is one question to which 
people give many answers, but boiling 
down to three that loom largest in pro- 
motion. People say that electricity is 
cleaner, cooler, and new. 

New is a potent word with Ameri- 
cans. It has glamor. 

“What do you like about cooking 
with gas?” is another question that 
brings many answers, but the sub- 
stance of them all is: Gas is faster; 
gas is more economical. 


(" ranges are newer than people 
think. A great deal of research 
has been done on them, and is still 
being done. The American Gas Asso- 
ciation has promotion activities under 
way, characterized by the letters 
“PAR,” which stands for promotion, 
advertising, and research. The post- 
war gas range is a far more efficient 
appliance than people realize, with au- 
tomatic features. So promotion con- 
sists largely in putting the latest ranges 
where people can examine them, and 
spotlighting their improvements in 
advertising. 

Exhibits of the latest ranges and 


cent of sales for advertising, turning stock several times a 


q “A DEPARTMENT Store can spend about two or three per 


year. A gas company can spend about one-half of one per 
cent of gross yearly sales, because it ‘turns stock’ only once 
every three to five years. It is said that the advertising aver- 
age for utility companies nationally is not over three-fourths 
of a cent.” 
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gas appliances are maintained at com- 
pany offices, though none are sold 
there. Also, there are about 2,000 ap- 
pliance retailers in the companies’ ter- 
ritory, who maintain exhibits, and to 
which the public is directed in adver- 
tising. 

Then, gas ranges are shown at home 
expositions, fairs, in model houses, 
and the like. Last year 74 model 
houses were visited by a million and 
a quarter people, most of them inter- 
ested in building, remodeling, or re- 
equipping homes. 

Gas ranges have been shown in 
supermarkets, and given away by 
drawings, through tickets obtainable 
at appliance dealers’ stores. 

“If you are not enjoying all that a 
modern automatic gas range can do for 
you,” the housewife is told in adver- 
tising, “why not see the new models? 
They are on display at your appliance 
dealer’s, they cost less to buy, less to 
install, less to operate.” 


oem operation and economy 
are the sales pitches for gas 
water heaters. Older-type heaters were 
lit with a match when hot water was 
wanted, or by a pilot light when a tap 
was turned anywhere in the house. 
Water was heated fast, but there was 
a wait. Present-day heaters operate by 
thermostat, to keep a tank full of hot 
water all the time. 

Water-heater promotion has been 
developed on an interesting policy that 
shows how load can be built under 
handicaps. 

Gas has very modest funds for ad- 
vertising, compared with electricity, 
both in the promotion of appliances by 
manufacturers, and the appropriations 
of gas companies for advertising the 
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fuel. These two companies spend 
about twenty-five cents a year for each 
household meter. 

A department store can spend about 
two or three per cent of sales for ad- 
vertising, turning stock several times 
a year. A gas company can spend 
about one-half of one per cent of gross 
yearly sales, because it “turns stock” 
only once every three to five years. It 
is said that the advertising average 
for utility companies nationally is not 
over three-fourths of a cent. 

Gas can have no bargain basement, 
no white sales, no fashion shows. Its 
promotion has to be steady plugging 
from year to year, and with these 
southern California companies that 
plugging has been keyed to long-range 
objectives, illustrated by gas water- 
heater policy. 


7 the war years, the average 
household water heater had a 
20-gallon tank. That had come to be 
the size everybody installed, perhaps 
as an old Spanish custom. Really, no- 
body was giving any thought to ca- 
pacity, though family requirements 
for hot water were rising. 

So a 5-year promotion was launched 
on water heaters, calling attention to 
increased family uses, and recom- 
mending “sizing.” When a home was 
equipped, or an old heater was re- 
placed, let the plumber or appliance 
dealer recommend an ample size, based 
on the number of persons in the fam- 
ily, and the new uses for hot water, 
such as washing machines. The auto- 
matic heater was promoted, and later 
the heater backed by a 10-year war- 
ranty, based on heavyweight steel, 
specially treated to resist corrosion. 

This has led to building regulations 
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The Growing Role of the Gas Utility 


“<—." as a utility is finding millions of new customers through the 
extension of natural gas pipelines to the great centers of popu- 
lation, and through ‘bottled’ gas. Since the war, more than 75,000 miles 
of pipeline have been laid, serving not only the cities at which they are 
directed, but communities along the way. More than 3,000,000 new 
customers have been given service on utility mains.” 





requiring larger water heaters. The old 
20-gallon size is disappearing, as 30- 
gallon tanks are installed. Gas men 
maintain that the plumber and appli- 
ance dealer could easily increase the 
average capacity by using simple sales 
methods. 

Before the war, a similar “long- 
view” project was the promotion of 
vented gas-heating appliances in 
homes. The idea was new, but in the 
interest of safety and pleasanter heat- 
ing through the elimination of fumes. 
Advertising was directed to home 
owners, with builders as the real tar- 
get, and the objective was attained 
when vented heating regulations were 
adopted by municipalities. 


Bes gas refrigerator is now in the 
promotion spotlight. About one- 
third of the companies’ advertising is 
devoted to that appliance. 

“Once again gas has got it!” boasts 
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the copywriter. That’s a bold stance, 
and takes in a lot of territory. He 
backs it up by spotlighting on the tiny 
silent flame that replaces motors and 
moving parts, nothing to break down, 
nothing to wear out, an automatic ice- 
maker turning out cubes without trays 
and you say “When,” and a 10-vear 
guaranty. This appliance averages 
higher in cost than electric refrigera- 
tors. That point is met by the salesman 
who insists that, with all these advan- 
tages, it is the most economical buy. 


Greenest, the gas refrigerator 
creates a steady load through the 
year, though not a very large one— 
something under a dollar a month. But 
it makes it possible for gas to get a foot 
in the door of many an electrical 
kitchen. And it is an interesting appli- 
ance to talk about in connection with 
the virtues of gas. 

The clothes drier and garbage dis- 
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posal unit are new both in gas and 
electricity, so the promotion job here 
is convincing the housewife that she 
needs them. Both electricity and gas 
are busy on that job. These appliances 
are “low saturation” compared with 
the 95 per cent ownership of house- 
hold refrigerators. They are pretty 
certain to be considered in designing 
new houses, at which point each util- 
ity can go to bat for its own type. 

The copy writer has hit upon a 
clever way of saying “Natural gas is 
cheaper in southern California,” a 
slogan reiterated in printed advertis- 
ing and on the air. 

He has picked out landmarks, such 
as the original navel orange tree 
brought from Brazil in 1869, the San 
Juan Capistrano Mission, California’s 
first oil refinery, and so on. 

“You have heard about these famous 
landmarks,” he says, “‘but a landmark 
of equal importance is the vast under- 
ground network of pipelines that carry 
plentiful, low-cost natural gas to all 
twelve southern California counties. 
Are you using this household bargain 
to best advantage? Remember, gas 
serves you best in up-to-date automatic 
appliances.” 


eee is widespread, to tell as 
many people as possible some- 
thing about gas, as often as possible. 
It may be only an interesting word 
or two that, later on, will be remem- 
bered when a house is built, or a home 
modernized, or an appliance replaced. 

Mediums include daily and weekly 
newspapers, outdoor boards, car cards, 
radio, television, and special periodi- 
cals going to dealers, apartment man- 
agers, architects, and the like. There 
is the popular two-hour radio “gas 
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company program,” six nights a 
week, of classical records. 

These companies sell no appliances. 
They sell the merits of gas, and direct 
customers to the appliance retailers 
and distributors who deal with the 
public. The stronger the dealer organ- 
ization, the better for gas. 

New building and remodeling proj- 
ects are kept track of through building 
permits. Company salesmen contact 
appliance dealers, builders, and others 
who make the decisions, to present the 
merits of gas. Through follow-up, 
when decisions are made on appli- 
ances, it is possible to have a day-to- 
day “flow” picture of how gas is sell- 
ing. No figures are given out, but in 
southern California gas is selling well, 
holding its leaderships, and giving 
every encouragement to go on selling. 


A no permits are required for ap- 


pliance replacements in old 
homes, it is not possible to follow up 
in the same way. But the companies’ 
servicemen, answering calls to adjust 
appliances, in the interest of satisfac- 
tory use of gas, have opportunities to 
check all gas appliances in a home, and 
list them by age, capacity, type, and 
even an estimate of further life. Under 
California law, gas meters are re- 
placed every seven years, and this 
gives opportunities for check-ups. The 
best sales tactic with old appliances, 
which of course fail one by one, is to 
continually advertise the economy of 
gas and the improvements in equip- 
ment. 

These companies long ago aban- 
doned the sale of appliances. Their 
promotion is based upon a strong re- 
tail and distributor organization. Pro- 
motion informs the public about gas 
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economies and improved gas equip- 
ment, and when the decision is being 
made, the retailer takes over. 

The more capable the retailer, the 
better his standing with his customers, 
the better the results. He has a slight- 
ly higher margin on gas appliances, 
but usually sells both gas and electric, 
and is more likely to sell what the cus- 
tomer has decided on, rather than to 
push one or the other. Appliance man- 
ufacturers in both fields offer retail 
sales people special training, and these 
utility companies offer training, too. 


6 Bes wholesale distributor is an im- 
portant factor in this respect. He 
represents individual manufacturers, 
generally with one make of ranges, 
heaters, refrigerators, major and small 
appliances. He builds an organization 
of retail dealers, sometimes granting 
franchises, shoulders credits and other 
details, and is that mysterious “mid- 
dleman” so often cited for elimina- 
tion, but going right along, because he 
works his head off for reasonable 
margins, and is the whipping boy for 
abundant grief. 

All hail the competent appliance 
distributor! The southern California 
gas companies for a time had to shoul- 
der distribution for the gas refrigera- 
tor, because the function had not been 
delegated to an able private concern. 


GAS FIGHTS GLAMOR WITH GLAMOR 


There is now an independent distribu- 
tor. Certain gas appliances could still 
benefit by more aggressive wholesale 
representation. 

This question of appliance selling 
is highly controversial. These compa- 
nies have found that the strong out- 
side organization has produced the 
best results for them, and their pro- 
motion is directed toward keeping the 
retailer and distributor strong. 

It is a great handicap to gas that, 
compared with the large manufactur- 
ing corporations in electrical appli- 
ances, and their lavish national adver- 
tising expenditures, there is practically 
no such strong manufacturing influ- 
ence in gas ranges and heaters. Manu- 
facturers are mostly regional, many 
are local, and, in comparison with 
electricity, their advertising resources 
are limited. 

However, there has recently been 
launched a national advertising cam- 
paign for gas appliances, financed by 
manufacturers and the producers and 
marketers of liquefied petroleum gas. 
This supplements the $900,000 a year 
now being spent by the American Gas 
Association for advertising and equip- 
ment research. 


( ae as a utility is finding millions 
of new customers through the 
extension of natural gas pipelines to 


e 


million gallons of the product yearly, a generation ago. To- 


q “I its infancy, the LP-gas industry sold less than a quarter- 


day its volume is more than four billion gallons. Its house- 
hold business has doubled since war’s end. It has industrial 
customers who use it as fuel, and also as a manufacturing 
material. The stuff moves in pipelines, is stored under- 
ground, and many a city has utility gas service based on the 


‘bottled’ form.” 
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the great centers of population, and 
through “bottled” gas. Since the war, 
more than 75,000 miles of pipeline 
have been laid, serving not only the 
cities at which they are directed, but 
communities along the way. More 
than 3,000,000 new customers have 
been given service on utility mains. 

Bottled gas has been to this business 
what rural electrification is to the com- 
peting utility. Its proponents insist 
that this department of the gas busi- 
ness has been growing faster than any 
other influence in American life ex- 
cept television. Whether or no, it has 
been brought about by private enter- 
prise. 

Some gas utility companies also 
have bottled gas service, but this is 
not the case in southern California. On 
the contrary, natural gas sets up com- 
petition for the liquefied fuel, as mains 
are run off of the big pipelines to serve 
areas like the Imperial valley, which 
until lately has been bottled-gas terri- 
tory. 

Far from being discouraged by this 
situation, the LP-gas industry is di- 
recting its promotion toward the mil- 
lions of homes where cooking is done 
with coal, gasoline, wood, or kerosene 
—still about one American home in 


every four—and the homes that still 
lack automatic water heating—about 
every other one. LP-gas is being pro- 
moted for farm tractors, feed cookers, 
incubators, and brooders. 


N its infancy, the LP-gas industry 

sold less than a quarter-million 
gallons of the product yearly, a gen- 
eration ago. Today its volume is more 
than four billion gallons. Its house- 
hold business has doubled since war’s 
end. It has industrial customers who 
use it as fuel, and also as a manufac- 
turing material. The stuff moves in 
pipelines, is stored underground, and 
many a city has utility gas service 
based on the “bottled” form. 

So, whether it comes through a 
main, or in a bottle, gas is on the 
march. There is a new spirit in its 
promotion. It is making statements 
about its leadership and modernity 
that sound like advertising boasts, un- 
til you learn that these are just the 
advantages that are true, things that 
had wanted saying. 

As it has always been, the hotter the 
fight between the two great utilities, 
the more convenience and comfort 
there are in our daily lives—and the 
more business for everybody. 





‘ aT pe niger technique of yesterday would stand little 
chance of survival if subjected to the highly technical 


demands of modern business. 


“Your progress depends as never before solely upon your 
individual ability, your personality, and your knowledge. 

“For business is placing a higher and higher value on com- 
petence. Your progress also depends upon your willingness 
at all times to search for the facts in problems you must deal 
with. It is important to develop the ability to separate the 


wheat from the chaff.” 


—ALFRED P. SLOAN, Jr., 


Chairman of the board, General 
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An Investor’s Eye View of 
Gas Rate Regulation 


The one free agent in the whole sphere of regulation is the in- 

vestor. The utility must serve the customer, who must look to 

the utility for service. But the investor contributes by choice. 

Hence the importance stressed in this article of regulatory think- 

ing which will take into account the importance of appealing 
to the investor. 


By C. A, O’NEIL* 


not a static science, but is rather 
a developing art. Even a cursory 
reading of some of the leading U. S. 
Supreme Court decisions from Smyth 
v. Ames (1898) through Hope Nat- 
ural Gas (1944)? is sufficient to reveal 
that fact. It may reasonably be at- 
tributed to increasing understanding 
of the economic fundamentals on 
which regulation eventually rests. 
The first purpose of this discussion 
is to show that regulation has devel- 
oped to the point where investors “are, 
and as of right ought to be,” recog- 
nized as equal partners with consum- 
ers in determining its reasonableness. 
It follows that a position of such au- 
thority carries with it corresponding 
responsibility. And this leads to the 
second purpose: to show that it is 
necessary for investors to explain their 


<r utility rate regulation is 





*Public utility security analyst, Duff and 
Phelps, Chicago, Illinois. For additional per- 
sonal note, see “Pages with the Editors.” 

1 Federal Power Commission v. Hope Nat. 
Gas Co. (1944) 51 PUR NS 193. 


profession to the regulatory authori- 
ties ; the type of explanation most like- 
ly to be useful in the initial stages; 
and the methods by which it may be 
accomplished. 

We are accustomed to thinking of 
rate regulation in terms of legal rights 
as defined by court dictum. The under- 
lying and therefore controlling factors 
actually lie in economics, and the court 
decisions are in fact no more than at- 
tempts to ascertain, to appraise, and to 
apply the economic facts. A brief sur- 
vey of the essential facts will, in the 
opinion of this writer, show that con- 
sumers and investors are in fact equal 
partners in determining the reason- 
ableness of regulation. 


| by us first examine the consumers’ 
ability to make sure that regula- 
tion is reasonable in their interest. At 
first glance it might seem to lie in ex- 
pert legal, financial, and engineering 
presentations to the commissions and 
the courts, aimed at minimizing rate 
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increases. Actually, it is much more 
fundamental than that. Consumer in- 
terest in utility service consists of two 
components: (1) price, and (2) quan- 
tity of service. (Quality of service was 
undoubtedly an element many years 
ago, but high standards have come to 
be taken for granted throughout prac- 
tically the whole country. Hence, qual- 
ity of service need not be considered 
here. ) 

As to the price, consumers have a 
ready means of expressing themselves. 
If it is attractive, they will buy more 
service. If it is too high, they will buy 
less. In the past consumers have 
forcibly expressed their dissatisfaction 
with the prices of some kinds of utility 
service — mass transportation and 
manufactured gas are clean-cut and 
recent examples, 


AS to most kinds of utility service, . 


however, consumers have ex- 
pressed complete satisfaction with 
price levels by their strong and con- 
tinuing demand for more service. As 
a result, these classes of utility service 
have become absolutely basic in prac- 
tically every phase of the nation’s so- 
cial and economic structure. That 
structure could not have grown to its 
present proportions without adequate 
utility service. It cannot continue to 
grow without adequate increase in util- 
ity service. There is involved at this 
point not only the interest of the in- 
dividual consumers separately, but of 
all of them together—the public inter- 
est. With respect to the latter, consider 
what would have happened to this na- 
tion during the war and postwar years, 
if the several utility services had not 

been adequate. 
It follows then, that consumers have 
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a direct and powerful means of ex- 
pressing their opinion as to the rea- 
sonableness of utility regulation. They 
have proved themselves fully satisfied 
with the price by demanding more and 
more service, and thus quantity of 
service has become their critical con- 
sideration. 


7 is the point at which the in- 
vestor becomes involved. The con- 
sumers’ need is that additional capital 
be invested in utilities to supply more 
service. Investors have that capital and 
seek attractive opportunities for its 
use. Thus the two parties concerned 
with reasonableness of regulation— 
consumers and investors—are in real- 
ity doing business at arm’s length. The 
commissions and courts cannot regu- 
late either the consumers in their need 
for utility capital or the investors in 
their willingness to provide that capi- 
tal. Viewed in this light, the function 
of regulation is to facilitate the arm’s- 
length transaction. 

Thus an objective analysis shows 
consumers and investors to be equal 
partners in determining the reason- 
ableness of utility regulation. 

The United States Supreme Court 
came to say somewhat the same thing 
in the Hope Natural Gas Company de- 
cision of January, 1944. “The rate- 
making process under the (Federal 
Power) act, i.e., the fixing of “just and 
reasonable’ rates, involves the balanc- 
ing of the investor and the consumer 
interests. . . . the investor interest has 
a legitimate concern with the financial 
integrity of the company whose rates 
are being regulated. From the investor 
or company point of view, it is im- 
portant that there be enough revenue 
not only for operating expenses, but 
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The People behind “the Company” 


sad. pen too often in discussions of regulation there appear state- 
ments that ‘the company needs this’ or ‘the company is not 
entitled to that.’ The company, of course, is merely a legal fiction. The 
actual party at interest are the investors in that company. Investors are 
not anonymous aggregations of Capital. They are millions of policy- 
holders in life insurance companies and depositors in banks; they are 
ordinary individuals who by their thrift have accumulated modest funds 
which they seek to employ usefully; and they are past and present 
workers who have or are accumulating pension benefits.” 





also for the capital costs of the busi- 
ness. These include service on the debt 
and dividends on the stock. By that 
standard the return to the equity owner 
should be commensurate with returns 
on investments in other enterprises 
having corresponding risks. That re- 
turn, moreover, should be sufficient to 
assure confidence in the financial in- 
tegrity of the enterprise, so as to main- 
tain its credit and to attract capital.” 


Bees Hope decision is the latest 
general pronouncement by the 
Supreme Court on the subject, and so 
is widely accepted as marking the 
present stage in the evolution of regu- 
lation. It recognizes clearly the equal 
partnership of investors and consum- 
ers in determining its reasonableness. 
No more than consumers do investors 


ask regulation what it will accord to 
them. Equally with consumers, they 
tell regulation what they will accept. 

Under those circumstances, inves- 
tors have a responsibility which is com- 
mensurate with their authority. They 
may exercise their responsibility in 
either one of two ways. They could 
sit passively by, analyze the reason- 
ableness of regulation in the various 
jurisdictions, and merely withhold in- 
vestments in those where regulation is 
not satisfactory to them. Eventually, 
that would prove to be an effective 
method. But it is a negative method 
which contains serious disadvantages. 
It is against the consumers’ interest be- 
cause it would deprive certain areas, 
where regulation proved unsatisfac- 
tory to investors, of essential utility 
service through no fault of the resi- 
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dents of those areas. It is against the 
public interest because it would reduce 
the national ability to produce, a mat- 
ter of particular moment in this era of 
recurring world crises. It is against 
the investors’ interest because it would 
narrow the field for investment. 


HE other method is positive, and 
would work to the advantage of 
consumers and investors alike. It in- 
volves a conscious effort by investors 
to explain their viewpoint, methods, 
and requirements to the regulatory au- 
thorities. Investment is a specialized 
profession, not well understood out- 
side its own ranks. But the commis- 
sions and the courts must understand 
at least the essentials of investment if 
they are to fulfill the economic and 
legal requirements of making regula- 
tion reasonable to the investors. In 
connection with the 1944 U. S. Su- 
preme Court decision in the Hope Nat- 
ural Gas Case, Mr. Justice Jackson 
said in part: 
... unless we can point out a rational 
way of reaching our conclusions they 
can only be accepted as resting on in- 
tuition or predilection. I must admit 
that I possess no instinct by which to 
know the “reasonable” from the “un- 
reasonable” in prices and must seek 
some conscious design for decision. 
The court sustains this order as rea- 
sonable, but what makes it so or what 


could possibly make it otherwise, I 
cannot learn. ... 


He referred to the majority decision 
in the same case, quoted earlier in this 
article, “the fixing of ‘just and reason- 
able’ rates involves the balancing of the 
investor and consumer interests.” We 
have seen that the consumers have a 
definite standard for guiding the courts 
—increasing or decreasing their use 
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of service. That leaves only the inves- 
tors’ interest as the gap to which the 
Justice referred. 


S° much for the necessity that inves- 
tors make their views known. As 
to the subject matter, there seems to 
be no doubt that at least in the early 
stages it should be confined to broad 
general principles. A few such are sug- 
gested herewith. 

The court’s statement in the Hope 
decision as to the “balancing of the 
investor and consumer interest” sug- 
gests that there may be conflict be- 
tween them. Understanding of the in- 
vestors’ viewpoint will show that on 
their side there is none in essence. 
Over a period of years public utilities 
have accomplished major changes in 
all but one of their basic characteris- 
tics; in property, perhaps from pur- 
chasing to generating electric supply 
or by conversion from manufactured 
to natural gas; in capital structures ; in 
rate schedules and relative rate levels; 
in management, and so on. The single 
exception is territory. No utility can 
pick up and move to another territory; 
that is, no utility can find a whole new 
set of consumers. Therefore the in- 
vestor has to be concerned with the 
well-being of utility consumers. His 
concern has to extend to the prices 
they pay, because if the price is too 
high, the consumers will limit use. Ac- 
cordingly there is between consumer 
and investor, not a basic conflict, but 
on the contrary a controlling degree of 
mutual interest. 


_ too often in discussions of 
regulation there appear state- 
ments that “the company needs this” 
or “the company is not entitled to 
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that.” The company, of course, is 
merely a legal fiction. The actual party 
at interest are the investors in that 
company. Investors are not anonymous 
aggregations of Capital. They are mil- 
lions of policyholders in life insurance 
companies and depositors in banks; 
they are ordinary individuals who by 
their thrift have accumulated modest 
funds which they seek to employ use- 
fully; and they are past and present 
workers who have or are accumulat- 
ing pension benefits. There are, in 
fact, relatively few consumers of util- 
ity service who are not also investors 
in utility securities. Personalizing the 
matter in this manner should do much 
to eliminate the adversary attitude 
which has been an impediment to rea- 
sonable settlement in some instances. 


sb investors it is axiomatic that 
they may put their funds wher- 
ever they please and that by compari- 
sons they strive to find the industries 
and companies with the best earnings’ 
position and prospects, risk considered. 
Perhaps because it is an axiom, it is not 
often emphasized. But it is a control- 
ling consideration in utility regula- 
tion. It means that at all times the util- 
ity industry is competing with all other 
industries for capital, and that within 
the utility industry every company is 
competing with every other. The com- 
petition is on earnings’ position and 
prospects, risks considered. If regula- 
tion is to facilitate the arm’s-length 
transaction between consumers and 
investors, it must provide utilities with 
enough earnings to meet this competi- 
tion—a concept completely different 
from the avoidance of confiscation, the 
test which has been applied in some 
cases. Thus an understanding of this 


investment axiom should have a salu- 
tary effect on the thinking of commis- 
sions and courts. 


HE comparisons which investors 
use are reduced finally to more or 
less statistical form. But in the begin- 
ning there is careful analysis aimed at 
making comparisons of like objects, 
and of establishing points of difference 
as well as of comparability. Investors 
exercise judgment in interpreting and 
applying the information their study 
develops. In these respects the inves- 
tors’ procedure is the opposite of that 
which has been used in some utility 
rate cases. Examples of the latter were 
to be found in Federal Power Com- 
mission decisions last year in natural 
gas pipeline company cases. In order 
to determine the appropriate return on 
common stock equity of the company 
before the commission, earnings-price 
ratios were established for a few so- 
called “comparable” companies. Aside 
from the serious question as to the ap- 
propriateness of that procedure, it is 
extremely doubtful that an experi- 
enced investor would have made the 
same comparisons for a corresponding 
purpose, because the “comparable” 
companies differed widely in impor- 
tant fundamental respects. To mention 
only a couple, the “comparable” com- 
panies included those which did and 
those which did not themselves own 
substantial amounts of natural gas 
and those with large and small propor- 
tions of unregulated business. An un- 
derstanding by regulatory authorities 
of investors’ methods of comparison 
would establish sounder regulatory 
technique. 
The Hope Natural Gas decision 
states in part that “Under the 
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statutory standard of ‘just and reason- 
able’ it is the result reached, not the 
method employed, which is control- 
ling.” Here, at long last, the court 
recognizes an established investment 
principle. The allowed rate of return 
might in the past have seemed to be a 
simple and convenient figure for a 
comparison of regulatory results in 
different jurisdictions, and in different 
cases under the same jurisdiction. But 
close scrutiny of a large number of 
decisions has shown the wide range of 
findings as to rate base, as to probable 
revenues under the old and new rate 
schedules, and as to allowable expense 
deductions. In consequence application 
of the same rate of return has pro- 
duced widely different end results as 
measured in dollars of allowed net 
earnings. Investors consistently have 
dealt with earnings on the particular 
security with which they were con- 
cerned—earnings’ protection for sen- 
ior securities and earnings per share 
on common stock. Regulatory think- 
ing might well be clarified by an under- 
standing that investors are not con- 
cerned with either separate component 
(that is, rate base and rate of return) 
of the regulatory formula, but with 
the end result in terms of earnings on 
securities. (Yield, important in inves- 
tors’ final decisions, is a complicated 
subject not susceptible of treatment 
here. Suffice it to say that as to com- 
mon stocks, the relation between earn- 
ings and dividends may be determined 
by availability of cash, by management 
policy, or by certain other considera- 
tions. ) 


- is standard investment practice to 
study past and present earnings as 
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a guide to the future. Thereby the 
long-term record is made an important 
part in investor appraisal. An under- 
standing of this fact is essential to suc- 
cessful long-term utility regulation. In 
the postwar period of rapid expansion 
rate relief frequently has been granted 
to facilitate raising capital. There have 
been fairly extended periods when the 
utilities did not need much new capital, 
and such periods may recur. They 
might be considered by some regula- 
tory commissions and courts oppor- 
tunities to regulate in a manner detri- 
mental to the investors’ interest. To do 
so would establish an unfavorable rec- 
ord which would prove costly to con- 
sumers in the inevitable subsequent 
period of renewed capital needs. 
Hence, regulation must understand 
the concept in time to avoid the mis- 
take. 

The final topic is the method by 
which investors’ views may be pre- 
sented to the regulatory authorities. 
Investment analysts are logical candi- 
dates to undertake the project. They 
should take every opportunity that 
presents itself and, even beyond that, 
should go out of their way to make 
opportunities. The opportunity may 
arise in the course of testimony in a 
rate case, or in a public forum. Prob- 
ably most frequently it will occur dur- 
ing visits to the various commissions 
and their staffs, where the discussion 
has the added advantage of being in- 
formal. Out of an experience which 
includes a number of such discussions 
over a period of years, there is basis 
for saying that most regulatory bodies 
are receptive and that there results 
greater mutual understanding and re- 
spect, and sounder regulation. 
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The Natural Gas Act 
Needs Overhauling 


If Congress fails or falters in approving presently pending 

attempts at piecemeal amendments to the Natural Gas Act, what 

then? This author suggests a complete and comprehensive 

overhaul to clear up the doubt and confusion which plague 

the FPC, the courts, Congress, the gas industry, and, most of 
all, the public. 


By THE HonorasBce JOHN E. LYLE, JR.* 
U. S. REPRESENTATIVE FROM TEXAS 


NHE struggle of an industry for 
freedom and a government for 
power and control is not a new 

one. Nor is the remedy, which is to 

grant to private enterprise the right to 
work in a competitive field, unfettered 
by threat of confiscation, costly and 
unnecessary red tape, unsound and un- 
economical controls, and the capricious 
temperament, prejudice, and politics 
of men in positions of public trust. 
Government oversteps its reasonable 
and rightful purpose when it becomes 
an unnecessary stumbling block to the 

development, use, and enjoyment of a 

desirable, safe, and essential product. 

Bigness in government is always dan- 

gerous, for under the cover of bigness, 

little men can, unnoticed, do great 
damage. Bigness in government begets 





*For additional personal note, see “Pages 
with the Editors.” 


ambition, and uncontrolled ambition 
in government begets tyranny. 

But free enterprise has incredible 
strength and courage. Otherwise the 
natural gas industry would not have 
dared to become the major business it 
is today, for throughout its existence, 
this industry has engaged in a continu- 
ous struggle—with nature to find its 
product, with science, technology, and 
economics to produce and transmit the 
product, and with competitive sources 
of energy to gain a market for it. Yet 
its most insuperable difficulties have 
been presented by the government. 

This industry has been forced to 
fight its way, hearing by hearing, or- 
der by order, ruling by ruling, and de- 
cision by decision, through the tyranny 
of ambitious, prejudiced, and unin- 
formed elements in both the state and 
Federal governments. 
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The only prince charming in the 
life of this Cinderella industry has 
been a determined faith in itself, its 
product, and the American way. Sure- 
ly such a situation in our good country 
justifies complaint and demands relief, 
for it threatens not only an industry, 
but a people and a system—a good sys- 
tem worth encouraging and protect- 


ing. 


6 he. results of fifteen years of Fed- 
eral regulation under the Natural 
Gas Act have not been encouraging, 
constructive, or helpful, either to the 
industry or to the public. The blame 
for this bad record must be shared by 
the courts, the Federal Power Com- 
mission, the executive branch of the 
government, and by the Congress. 
The Natural Gas Act of 1938 is not, 
per se, bad legislation. It was well- 
intended, reasonably well written, and 


sufficiently broad in scope to have per- . 


mitted satisfactory industry develop- 
ment, expansion, and operation. At 
the same time, the consumer could 
have been amply protected against 
greed, monopolistic practices, and all 
actions that might adversely affect the 
public welfare. Certainly nothing more 
is desirable under our system. 
Federal jurisdiction over this in- 
dustry is justified in only one phase 
of its business, the interstate transpor- 
tation of its product from the area in 
which it is produced to the area in 
which it is distributed for consump- 
tion. The very nature of the product 
limits long-distance movement through 
high-pressure pipelines. It was thought 
by the Congress that such lines, neces- 
sarily limited in number by economics 
and geography, had sufficient public 
utility characteristics as to require 
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some measure of regulation and con- 
trol. 

Thus, the Natural Gas Act of 1938 

was passed. The Congress intended 
this act to provide Federal regulation 
in that area which was beyond state 
control, and only in that area. There 
was no thought, no idea, and certainly 
no necessity for giving to an agency 
of the Federal government control of | 
natural gas at its source; that is, over 
the producing and gathering phase of 
the industry. Nor was there any idea 
or necessity for Federal control over 
the distribution of the product when 
it reached the consuming area. These 
phases of the industry were, and are, 
sufficiently regulated by appropriate 
state agencies. The Congress, in writ- 
ing this legislation, was quite naive, 
as it has sometimes been in other fields. 
It failed to anticipate the greediness, 
aggressiveness, and influence of men 
with strange philosophies, who seek 
to exploit any opening for further gov- 
ernment control over and above the 
powers specifically granted by law. 
Neither did it anticipate the ignorance 
and/or disregard of administrators of 
the basic economics of the industry. 









6 Bee natural gas industry has long 
had a justifiable case for relief 
from overregulation and bad regula- 
tion. Today the confusion generally in 
the field of Federal regulation of nat- 
ural gas has reached a new high. Con- 
flicting opinions of the courts as to the 
meaning and scope of the Natural Gas 
Act of 1938 and the inability of the 
administrative agency, the Federal 
Power Commission, to bring order 
and reason out of the chaos, or to bring 
a promise of stability to the future, 
must convince the most skeptical that 
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Regulatory Problems of the Gas Industry 


. de natural gas industry has long had a justifiable case for relief 

from overregulation and bad regulation. Today the confusion 
generally in the field of Federal regulation of natural gas has reached 
a new high. Conflicting opinions of the courts as to the meaning and 
scope of the Natural Gas Act of 1938 and the inability of the adminis- 
trative agency, the Federal Power Commission, to bring order and 
reason out of the chaos, or to bring a promise of stability to the future, 
must convince the most skeptical that it is both unwise and dangerous 

to prolong the confusion and the controversy.” 





it is both unwise and dangerous to pro- 
long the confusion and the contro- 
versy. The public suffers, whether it 
knows it or not, for it seems very prob- 
able that future expansion of the nat- 
ural gas industry, as is now desirable, 
is both questionable and inadvisable in 
the light of present and past govern- 
ment policies. This is an unhappy situ- 
ation; certainly it is an unnecessary 
and undesirable one. 

Continuing challenges to this indus- 
try and our system are made by the 
courts, administrators, and individuals 
in the Congress. The situation becomes 
more threatening and the time is now 
when it should be met with vigor. It 
is not reasonable to expect a free busi- 
ness, a private business, to expend 
vast sums of money and to set up long- 
range programs if it must depend upon 
the conflicting personalities, preju- 
dices, politics, and opinions of men for 


stability. Law is the indispensable 
foundation of our life and business. 
We have tolerated the indefensible 
position of the Federal government in 
the gas industry quite long enough. 


|g geese gas is a blessing to these 
United States. It should be rec- 
ognized for what it is, an exhaustible 
resource, privately owned, privately 
financed, and privately produced, a 
highly desirable and useful source of 
energy. Its property characteristics do 
not differ from coal, oil, iron, or auto- 
mobiles. It is a competitive product 
and should have every right to seek its 
usefulness in competition with other 
competitive sources of energy at a 
price the consuming public is willing 
to pay. The price paid by the public 
for this desirable privately owned re- 
source is not rightfully a government 
concern, nor are the profits of its in- 
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dustry. Federal control and regulation 
are properly confined to the transpor- 
tation of the produce in interstate com- 
merce. Unfortunately, the administra- 
tors of the law, and the courts, have 
not been able to grasp or stay within 
their rightful limitations. 

Today the industry is in a state of 
confusion. This is easy to understand, 
for the Supreme Court has so far 
failed to interpret the law in a clear 
and decisive way. Sound philosophies 
have been written by individual mem- 
bers of the court, but it has been hope- 
lessly divided in its opinions. It has 
not established reasonable bounds 
within which an administrative agency 
should operate and its opinions have 
simply clouded the issues and added 
to the confusion. The Federal Power 
Commission has had no reliable guid- 
ance and hence could develop no con- 
sistent policy. It has gone forward and 
backed up, always divided. It could 
make no effort to develop principles 
consistent with the economics and the 
problems of this new and rapidly ex- 
panding industry. Certain members of 
the commission have in the past at- 
tempted to push the scope of the Nat- 
ural Gas Act to encompass overwide 
industry control. Political, economic, 
and personal clashes on the commis- 
sion, its orders, rules, regulations, and 
procedural red tape have operated to 
hamper the development and use of 
this great resource, have added tre- 
mendously to the cost to the consumer, 
have served to confiscate the property 
of some natural gas companies, and 
are a constant threat to the entire in- 
dustry. 


- I ‘HE Natural Gas Act placed the 
responsibility upon the Federal 
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Power Commission to regulate the 
transportation rates of the companies 
doing an interstate business in gas. It 
did not undertake the problem of con- 
servation of the resource, nor did it 
concern itself with the producers 
thereof, or the distributors. Immediate 
trouble developed in the industry when 
the commission refused—and it has 
continued to refuse—to recognize the 
gas and gas reserves owned by the 
transmission companies as having any 
market value. The formula applied to 
these companies does not consider the 
commodity value of natural gas either 
at the well or at the market. Interstate 
pipeline companies which own their 
own reserves are allowed only actual 
costs plus a fiscal rate of return for 
their own produced gas. 

This is both unrealistic, unwise, and 
confiscatory, for the cost of gas is 
neither a proper, fair, nor reasonable 
basis for valuation of the product. The 
results are that many of the companies 
are required to give away their gas, 
and are permitted to earn only a trans- 
portation fee. The cost of finding gas, 
and the value of produced gas itself, 
has very little, if any, relationship. But 
the Federal Power Commission has 
thus far failed to recognize this fact. 
Two new members have as yet not had 
occasion to deal with this point. 


NDIVIDUAL members of both the 
commission and the courts realize 
the unjustness of such a formula. One 
of the very able members of the pres- 
ent commission, Nelson Lee Smith, has 
stated “the remedy lies largely in our 
hands. . . . As a practical matter of 
very real advantage to the consuming 
public . . . pipelines should be encour- 
aged to find, develop, attach, and re- 
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tain in public service their own re- 
serves of natural gas in substantial 
proportions.” He went on to empha- 
size that the commission is not legally 
bound to the present rate-making poli- 
cies regarding pipeline-produced gas. 
He said, “We should endeavor to de- 
velop a more realistic and less short- 
sighted view of this entire matter.” 
Unfortunately, the commission has 
not, to this time, seen fit to adopt the 
wise advice of Commissioner Smith. 
Some past members have completely 
failed to comprehend the purpose of 
the act or the intent of the Congress 
and have vigorously attempted to en- 
large the scope of the act so they could 
expand the authority of the Federal 
government over the entire industry. 


7 Jackson urgently suggested 
that the Federal Power Commis- 
sion should avoid the rate base method 
of determining the price to be allowed 
for pipeline-produced gas under Fed- 
eral jurisdiction. He said that the 
value should be determined along eco- 
nomic lines; that is, the value of gas 
as a commodity in competition with 
other gas from other producers. Said 
Justice Jackson, ““The emphasis should 
shift from the producer to the prod- 
uct.” Justice Brandeis, who strongly 
favored Federal regulation of public 
utilities, in writing about the gas in- 
dustry, said, “If natural gas rates are 
intelligently to be regulated, we must 
fit our legal principles to the economics 
of the industry and not try to fit the 
industry to our book.” 

It appears that the only hope for en- 
forcing this acceptable, reasonable, 
and fair policy is for the Congress to 
legislate in clear and demanding 
language that the commission cannot 
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disregard. No one disputes the fact 
that if all the gas which is transported 
and marketed by the natural gas com- 
panies were produced independently— 
that is, by others than a natural gas 
company—the price today for gas 
would be accepted as the legitimate 
amount to be allowed for it in deter- 
mining the ultimate sales price. That 
being true, surely it follows that the 
reasonable, fair, simple, and Ameri- 
can method is to allow the company- 
owned reserves to be credited at their 
actual and fair market value. 


HE amount of return to be 

allowed for company-owned gas 
is but one of the many perplex- 
ing problems. Individual commis- 
sioners have, from time to time, 
since the Natural Gas Act was en- 
acted, schemed, planned, and worked 
to extend Federal control to the entire 
petroleum industry. They have not 
been dismayed in their attacks by the 
fact that they were completely disre- 
garding the purpose and intent of Con- 
gress; nor were they concerned that 
such attacks might serve to disrupt an 
entire industry. 

The majority of the commission, to 
their everlasting credit, have not gone 
along on this false philosophy, but 
have consistently held that the Federal 
Power Commission, under the Nat- 
ural Gas Act, has no jurisdiction over 
an independent producer or gatherer 
making arm’s-length sales of natural 
gas for resale in interstate commerce. 
But the threat has ever been present. 
In 1949, to the dismay of the industry, 
the majority of the then membership 
of the commission testified before 
Congress that they believed they did 
have jurisdiction over all producers 
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and gatherers of natural gas. Various 
court decisions have emphasized this 
controversy and litigation in the ap- 
pellate court is pending at this writing. 


iy is not necessary to discuss in this 
article the various decisions, but it 
is quite proper to emphasize that they 
have been so conflicting and so inde- 
cisive as to cause many of the large in- 
dependent producers of natural gas to 
withhold the sale of their reserves 
from interstate shipment. In this ac- 
tion, I believe that they were quite 
right, for they could not afford the 
luxury of subjecting their vast invest- 
ments and operations in the petroleum 
industry to Federal regulation and 
control. The present methods of ex- 
ploring for oil and gas would neces- 
sarily be completely revolutionized if 
they were subjected to the present 
formulas established by the Federal 
Power Commission. If independent 
producers of oil and gas were required 
to submit to compliance with the pres- 
ent orders and regulations of the Fed- 
eral Power Commission, the develop- 
ment of our natural petroleum re- 
sources would be drastically curtailed, 
and the entire nation would suffer. 


This industry does not fear its gov- 
ernment; that is, if it is permitted to 
operate under a law that is fair and 
reasonably interpreted and adminis- 
tered. It cannot continue to expand 
and develop without the assurance and 
stability of law. It is imperative that 
a public policy on natural gas be de- 
veloped by the Congress, a policy with 
consistency, established in an atmos- 
phere of legal certainty. Amendment 
of the existing Natural Gas Act ap- 
pears to be the only answer to the per- 
sistent failure of fair and reasonable 
administration. 


Sie industry has fought vigorous- 
ly against great odds for a place 
in American free enterprise. It is un- 
conscionable that its future develop- 
ment should be impeded and jeopard- 
ized by a failure of government to 
understand its economic needs. Let 
the consumers be informed that it is 
not possible for them to be assured of 
the necessary gas reserves their de- 
mands require under the commission’s 
public utility formula of rate making. 
Economic, as well as political, freedom 
in this nation is essential if we are to 
continue the American way of life. 





oy: have witnessed the creation of air-conditioned 
trains, superhighways traveled by powerful automo- 


biles, and dawn-to-dusk flights across continents and oceans in 
luxurious transport planes. We are able to wear fine fabrics 
fashioned from air, water, and natural gas. Our wives have 
been emancipated from household drudgerics by the automatic 
washing machine, the vacuum cleaner, the electric refrigerator, 
and preprocessed foods. 

“These are not luxuries for a favored few. They have become 
necessities for the vast majority of our people, for under our 
system, all of the people share the benefits of the steady rise in 
the standard of living achieved by initiative and technology.” 

—Henry E. Forp, 
Director, development department, 
E. I. du Pont de Nemours & Company, Inc. 
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Washington and the 


Utilities 


The New Court Term 


HE October term of the U. S. Su- 

preme Court opened with the 
swearing in of the new Chief Justice, 
Earl Warren, called to the bench from 
the California governorship by Presi- 
dent Eisenhower to succeed the late 
Chief Justice Vinson. This assures the 
highest court of a member with a cer- 
tain amount of background of experi- 
ence in the problems of the natural gas 
industry. While he was never directly 
connected with either the industry or its 
regulation, he was the chief executive of 
one of the most active states in both the 
production and consumption of natural 
gas. And during his career as Cali- 
fornia’s governor, Chief Justice Warren 
inescapably came into contact with the 
problems of the rapidly expanding gas 
industry in all its phases. 

This is not to suggest that the other 
members of the court have not demon- 
strated a keen interest and appreciation 
of the gas industry’s problems. Justice 
Jackson’s opinion in the Hope Case 
(1944) has become “must” reading for 
every attorney in regulatory practice for 
gas companies, and a good many execu- 
tives have found it of profit and interest. 
But the court can well use any amount 
of familiarity with this subject among its 
membership. Three of the most impor- 
tant cases which may be disposed of 
during the coming term are in this cate- 
gory. First, and most publicized, is the 
test of constitutionality of the well- 
known Tidelands Act. The new Chief 
Justice is most likely to disqualify him- 
self from any consideration of this legis- 
lation, approved by the Eisenhower ad- 
ministration, which returns the title to 
offshore gas and oil deposits to the 








coastal states. Warren’s stout advocacy 
as governor of the right of the tideland 
states to such title makes his disqualifi- 
cation almost a foregone conclusion. 
The tidelands law is beset by two dif- 
ferent attacks headed up by two different 
states. Alabama, seeking to take a short 
cut, has asked the high court for imme- 
diate consideration of its claim that the 
United States unlawfully surrendered 
the rights of Alabama to other coastal 
states by passing the Tidelands Act. 
Legal observers are inclined to believe 
that the highest court will follow the 
easier course of side-stepping the Ala- 
bama suit on procedural grounds. More 
likely to get some consideration, but at 
a later date, is the suit brought by Arkan- 
sas on behalf of itself and other inland 
states at the Federal district court level. 


The Phillips Case 


O' more immediate interest to the 
natural gas industry is the cele- 
brated Phillips Petroleum Case. Here 
the industry is interested not only in 
what the highest court will decide, on 
the question of whether the FPC may 
waive jurisdiction (under the Natural 
Gas Act) over independent natural gas 
producers. It is also interested in when 
the court will make its decision, 

The matter of timing is important be- 
cause it may determine whether or not 
the 83rd Congress will have a chance to 
pass amendatory legislation to the Nat- 
ural Gas Act (along the lines of the old 
Kerr Bill), if the highest court should 
uphold the U. S. Circuit Court of Ap- 
peals for the District of Columbia and 
require the FPC to take jurisdiction 
over such independent producers as the 
Phillips Petroleum Company. 
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The court can follow two courses: 
First, it may simply decide not to grant 
a writ of certiorari, which would leave 
the U. S. Circuit Court of Appeals de- 
cision stand. That would happen this 
fall and would give Congressmen from 
the gas-producing states plenty of time 
to whip up sentiment for a revival of the 
Kerr Bill (or a similar bill of Republi- 
can parentage) in time for final action 
at the next session. The other and more 
likely alternative is for the U. S. Su- 
preme Court to decide to grant a full re- 
view of the Phillips Case. This would 
mean the filing of briefs, argument, and 
formal decision. It would also mean a 
delay in final decision, which might take 
the court as long as next spring. That 
would probably be too late for the south- 
western states’ Congressmen to start the 
ponderous congressional machinery mov- 
ing with any hope of final action before 
the end of the session. What’s more, a 
majority of the Congressmen would 
probably welcome this easy chance to 
avoid a touchy political issue during an 
election year. They would have a perfect- 
ly good excuse to defer action as long as 
the appeal is pending in the highest 
court. 

What makes it probable that the Su- 
preme Court will grant a full review in 
the Phillips Case is that the case presents 
a conflict between the lower Federal 
court and the interpretation given the 
Natural Gas Act by the Federal Power 
Commission itself. It will be recalled that 
the FPC tried to exempt the Phillips 
Company from its jurisdiction and that 
the court of appeals took the contrary 
point of view. The final judgment of the 
highest court is usually granted under 
such circumstances. 


The Northern Natural Gas Case 


HE other natural gas case, which 

may or may not be granted an ap- 
peal, comes from the Eighth U. S. Cir- 
cuit Court of Appeals. It is the Northern 
Natural Gas Company rate case, in 
which two separate appeals have been 
filed. One was filed by the state corpora- 
tion commission of Kansas from the re- 
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fusal of the FPC (affirmed by the lower 
court) to take into consideration the 
minimum weilhead price fixed by the 
state of Kansas, as a basis for the cost of 
production in fixing the rates of the in- 
terstate pipeline company (Northern 
Natural Gas). The Kansas commission 
challenges the right of FPC to insist on 
actual cost of production evidence for 
regulatory rate fixing, despite the fact 
that the pipeline company purchases part 
of its supply from the Hugoton field, 
which is covered by the state minimum 
rate law. 

The other appeal was filed by the 
Northern Natural Gas Company. If the 
Supreme Court agrees to review these 
appeals, its final decision would prob- 
ably go into the issue of the use of the 
cost of capital as an exclusive measure 
of the reasonableness of the return al- 
lowance, as well as other debatable de- 
ductions from the rate base disputed by 
the pipeline company. 


* 


A Substitute for PAD Requested 


ge last Korean emergency control 
agency specifically organized for a 
utility industry is preparing to go out of 
business. This is the Petroleum Admin- 
istration for Defense which is still look- 
ing after the requirements of the oil and 
gas utilities, although its actual func- 
tions have been dwindling in recent 
weeks. 

Secretary of Interior McKay has 
asked Walter S. Hallanan, president of 
the National Petroleum Council, to as- 
sist the Interior Department on policies 
affecting oil and gas organizations, be- 
cause PAD will definitely be allowed to 
expire on June 30, 1954, unless an un- 
foreseen emergency intervenes. The Pe- 
troleum Council was asked to determine 
what type of government agency, if any, 
should succeed PAD. But B. Brewster 
Jennings, president of Socony-Vacuum 
Oil Company, Inc., was named by Halla- 
nan to aid a committee of twenty to 
study this problem. 

Another stirring of the remnants of 
Korean emergency control organization 
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was the announcement that the Business 
and Defense Services Administration has 
taken over as successor to the old Na- 
tional Production Authority. BDSA is 
a subordinate agency of the Commerce 
Department, but it has only a small part 
of the authority of the former main 
emergency control organization. 
Commerce Secretary Weeks says the 
new unit will stress teamwork between 
government and business “through an 
organized exchange of timely ideas, in- 
formation, and services.” What is left 
of defense and mobilization functions 
of the old NPA will be carried on by the 
new unit. Until a new administrator and 
three assistants are appointed, H. B. Mc- 
Coy, veteran Commerce career official, 
will be acting administrator. The old 
NPA Communications Equipment, 
NPA Water and Sewage Industries and 
Utilities, and NPA Electrical Equip- 
ment divisions, and the old Defense 
Electric Power Administration have been 
theoretically combined under the BDSA, 
but without any revival of activities in 
prospect. Nickel allocations were re- 
cently revoked, effective November Ist. 


* 


Fuel Competition for the Atom 


i energy will supplement and 
not supplant oil-generated power of 
the future, according to W. M. Holaday, 
director of laboratories for Socony- 
Vacuum Oil Company. He said coal, oil, 
and natural gas will give nuclear power 
“rough competition” for decades to 
come, except in isolated areas far from 
oil and coal fields. 

There is enough natural gas in reserve 
to last another half-century or more; 
after that, it may be time to shift to 
atomic fuel, according to Dr. Clyde Wil- 
liams, president of Battelle Memorial 
Institute, large private research group. 


* 


Correction: No FPC Gas 
Advisory Committee 
O* page 496 of the October 8, 1953, 

issue of Pustic Utivities Fort- 
NIGHTLY there was a statement to the 


effect that FPC Chairman Kuykendall 
had met in mid-September with repre- 
sentatives of the gas industry to examine 
“the feasibility of a gas industry advi- 
sory group.” The impression was given 
that this might lead to the formation of 
a continuing advisory committee, some- 
what similar to those which co-operated 
with the Korean emergency control 
agencies. Actually, such was not the 
purpose of the September meeting, and 
we are glad to print a corrective state- 
ment sent to the editors of the Fort- 
NIGHTLY by Chairman Kuykendall, the 
explanatory text of which follows: 


It is true that the commission met 
with representatives of the natural gas 
industry on September 16th, but it is 
not true that the meeting was held to 
discuss the feasibility of a gas indus- 
try advisory group. 

The meeting was called for the pur- 
pose of investigating ways of increas- 
ing the efficiency of the operations of 
the Federal Power Commission. The 
commission intends to invite other 
groups to similar meetings for the 
same purpose. At the September 16th 
meeting it was not even suggested by 
anyone that any kind of permanent 
advisory group be formed and none is 
or has been contemplated. 

This article may cause some readers 
thereof to suspect that the natural gas 
industry is regulating the Federal 
Power Commission, instead of the 
commission regulating the industry, as 
is its duty. Therefore, in fairness both 
to the natural gas industry and the 
Federal Power Commission, I request 
that you print this letter in the next 
issue of Pusiic UTiILitieEs Fort- 
NIGHTLY. 

I might add that I believe that any 
regulated industry and the members 
thereof have a perfect right to make 
their views known to a regulatory 
commission, but I do not believe that 
any standing industry advisory com- 
mittee to a regulatory commission is 
necessary or proper. 

(Signed) Jerome K. KuyYKENDALL, 
Chairman. 
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Interstate Rate Hike Brings 
Mixed Reaction 


‘7a action of the Federal Communi- 
cations Commission approving an 
8 per cent increase in interstate tele- 
phone rates was naturally welcomed by 
Bell system companies but brought some 
sharp comment from other quarters. The 
boost, which will add $66,000,000 an- 
nually to long-distance telephone bills, 
was the first adjustment of interstate 
rates, with minor exceptions, since 1919. 
Prior to 1947, such rates had been re- 
duced 14 times. The increases approved 
by the FCC will bring in about $30,000,- 
000 annually for Bell system companies 
after taxes and payments to independent 
telephone companies. 

H. N. Beamer of the Idaho Public 
Utilities Commission called the commis- 
sion’s approval a “minor step in the 
right direction.” Beamer said the in- 
crease “while helpful is still not enough 
to give a proper balance between inter- 
state and intrastate rates.” The Idaho 
commission has long advocated higher 
interstate rates to relieve the burden on 
intrastate rates. Beamer said the in- 
creased revenue Mountain States Tele- 
phone & Telegraph Company will get 
from the higher interstate toll rates will 
relieve somewhat its need for additional 
funds from intrastate traffic. The com- 
pany is seeking a million-dollar-a-year 
increase on intrastate rates. A company 
official said the interstate increase would 
not affect the company’s application be- 
fore the Idaho commission as it involves 
obtaining an “adequate” return from the 
company’s Idaho operations only. 

Before it went into effect on October 
Ist, the proposed long-distance rate in- 
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And Gossip 


crease attracted almost no protest. There 
was a handful of letters from shippers 
and others making extensive use of long- 
distance services. A Mississippi Con- 
gressman advised the FCC to consider 
the matter carefully. A Chicago attorney, 
who has been active in rate cases before, 
filed complaint for some obscure local 
subscribers’ organization. That was 
about all. 

Commissioner Hennock dissented, not 
on the merits but on grounds that the 
commission could take a little longer if 
it suspended the increase and held for- 
mal hearings. But Commissioner Doer- 
fer reminded his lady colleague in a spe- 
cial statement that a number of other 
rate reductions—amounting to almost 
four times the dollar total of the increase 
—had been permitted by the FCC to go 
into effect without hearings, and that it 
was a poor procedure which did not 
work both ways. 

The final vote of the commission was 
5 to 1 in favor of letting the increase go 
into effect forthwith. 


LTHOUGH formal opposition was vir- 
tually nil before the increase went 
into effect, there was some critical re- 
action afterward. Joseph A. Beirne, 
president of the Communications Work- 
ers of America (CIO), hailed the new 
increase as another instance of “big busi- 
ness grabbing.” Just as critical, but not 
quite so blunt, was the attitude of The 
Atlanta Constitution. The Georgia news- 
paper wanted to know when the “satura- 
tion point” would be reached with re- 
spect to increases in public utility rates, 
noting that the new administration “was 
elected on its promises to stop the spiral 
of inflation and continued rises in living 
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EXCHANGE CALLS AND GOSSIP 


costs.” But the cost of living still con- 
tinues to rise, while the supply of dol- 
lars in the consumers’ pockets becomes 
less, the Constitution complained. “The 
harassed public listens to assurances of 
stability and next month its phone bill 
goes up,” the newspaper added. 

In approving the Bell system’s peti- 
tion for interstate toll increases, the 
FCC said it felt a public hearing was 
not required, because the earnings the 
increases would produce are “within the 
area of reasonableness.” The commis- 
sion said it permitted the increases be- 
cause the present interstate long-distance 
rates plainly provide “deficient” earn- 
ings for the Bell companies. The new 
rates provide for increases of five cents 
for each minute of overtime on station- 
to-station and person-to-person calls 
over most distances of more than 24 
miles. They also provide increases of 
five and ten cents in the rates for the 
first three minutes of night and Sunday 
calls on most distances between 41 and 
2,300 miles. 


- 
REA Clarifies Telephone 


Loan Policies 


HE Rural Electrification Adminis- 

tration is making a determined ef- 
fort to reduce the per station investment 
of telephone systems so that reasonably 
adequate telephone service can be pro- 
vided at the most reasonable exchange 
rates by REA borrowers. All REA poli- 
cies, procedures, construction, and de- 
sign standards are in process of re-ex- 
amination to bring about modifications 
wherever possible to achieve the maxi- 
mum practicable reduction of costs but 
at the same time retain the basic objec- 
tives of providing acceptable telephone 
service for the largest practicable num- 
ber of rural subscribers. 

To help accomplish its purpose, REA 
is circulating a memorandum containing 
certain revisions of policies or clarifi- 
cation of existing policies which are to 
be applied immediately in order to 
achieve reductions in costs. With respect 
to area coverage, for example, REA’s 


policy is to assure that all loans achieve 
the objective of servicing the widest 
practicable number of rural people ; that 
plant should be provided to serve all ex- 
isting and acquired subscribers; and 
where economically feasible, all held or- 
ders and the widest practicable number 
of unsigned prospects in accordance 
with the area coverage survey. 

At the same time, however, REA 
recognizes that there are many problems 
associated with the policy objective at 
the time of the initial loan which may 
have a material bearing on the cost of 
the telephone system, and, therefore, the 
rates which will have to be established. 
For instance, there may be remote areas 
of a proposed system where the number 
of prospective subscribers is so few 
that the plant investment will be exces- 
sive. This would naturally result in in- 
creasing the investment per station for 
the entire project and thereby require 
rates which may be beyond the capabili- 
ties of the majority of subscribers to sup- 
port. There may also be branch lines 
proposed where the number of sub- 
scribers to be expected are so few that 
the plant investment per station would 
be excessive. 


¥ situations such as these, REA does 
not regard it practicable for the in- 
vestment in telephone plant to be made 
at the time of the initial loan. Invest- 
ment in such instances will hereafter be 
postponed until reductions in cost 
through either technological develop- 
ments or increases in the number of 
prospective subscribers, or both, permit 
investment to be made in such areas on 
a feasible basis. In providing guide lines 
in the application of its policy to a par- 
ticular loan applicant, REA’s memoran- 
dum enumerates conditions which should 
be taken into account in preloan discus- 
sions, indicating the appropriate action 
to be taken. 

Remote areas requiring relatively high 
per station investment, while they may 
be indicated on the area survey maps 
agreed upon by the applicant and REA’s 
telephone loan division representative, 
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must not be included in the preloan en- 
gineering study or in the loan cost esti- 
mates. Where certain subscribers and 
prospective subscribers along a proposed 
branch line will require a relatively high 
per station investment, such branches 
will be deleted from the preloan engi- 
neering study and loan cost estimates, 
unless such subscribers can be shown to 
be in a position to provide contributions 
for construction which would result in 
the per station investment being com- 
parable to that existing in the remaining 
portions of the system. 

REA’s memorandum also lays down 
criteria for approval of extended area 
service, emphasizing that such service is 
only justifiable if there is a substantial 
community of interest between the sub- 
scribers of the exchanges involved. 
Otherwise, it is pointed out, extended 
area service would favor a small num- 
ber of subscribers at the expense of the 
majority who would have to pay in- 
creased rates for a service of little bene- 
fit to them. REA does not consider ex- 
tended area service practicable between 
noncontiguous exchange areas, nor 
should it be considered where the charges 
for the initial period of a station-to-sta- 
tion call would be in excess of 20 cents 
if the call were on a toll basis. 


> 


Bell System Rate Boosts Help 
Offset Rising Costs 


ELEPHONE rate increases obtained 

by the Bell system since 1946 have 
done much to offset skyrocketing costs, 
H. R. Towle, assistant vice president of 
American Telephone and Telegraph 
Company, said at a recent meeting of 
public utility controllers in Boston, 
Massachusetts. He told the twenty-sec- 
ond annual meeting of the Controllers 
Institute of America that Bell rate in- 
creases in the period 1946-52 were 
equivalent in net income to about $9 of 
the $11.45 a share that AT&T earned in 
1952. These gains came through 180 
rate cases completed since 1946, he said. 
The rate rises, however, have left 
AT&T “far short of meeting our full 
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requirements,” Towle added. He noted 
that since 1946, cost of materials has at 
least doubled and taxes have increased. 
Towle also spoke of the Bell system’s 
expansion since 1946—construction ex- 
penditures over $7.5 billion in seven 
years through 1952 and a 1953 construc- 
tion program of $1.4 billion. With half 
a million unfilled applications for service 
on hand, in spite of 18,000,000 new in- 
stallations since the war, “the end is not 
in sight,” he remarked. 

One roadblock in the way of adequate 
utility earnings, Towle said, is the con- 
cept held by some regulatory authorities 
that regulation can be by “mechanical 
formula, employing a net book rate base 
on the one hand and a bare bones cost 
of money on the other.” Signs that reg- 
ulatory commissions are using an eco- 
nomic rather than a formula approach 
to rate making are most welcome, he 
concluded. 


ca 
Lee Named to FCC 


pare Eisenhower’s appointment 
of Robert Emmett Lee of Chi- 
cago to the Federal Communications 
Commission brings that agency up to 
full strength. The appointment of Lee to 
a 7-year term on the commission fills the 
vacancy left when Paul L. Walker’s 
term expired on June 30, 1953. The 
nomination is still subject to Senate con- 
firmation when Congress meets next 
year. Lee is an ex-Federal Bureau of In- 
vestigation man and former administra- 
tive assistant to FBI Director J. Edgar 
Hoover. In 1946 he joined the staff of 
the House Appropriations Committee 
where he gained a reputation as an ex- 
pert on government agency efficiency. 
Lee has been an outspoken critic of 
bureaucratic inefficiency in public power 
operations and is author of the “Lee Re- 
port” which dealt with the political and 
financial activities of the Bonneville 
Power Administration. More recently, 
he headed a House Appropriations study 
unit which probed the fiscal needs of 
various government bureau operations. 
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Financial News 
and Comment 


By OWEN ELY 


High Lights of 1952 Gas Reports 
To Stockholders 


N connection with the AGA conven- 

tion, it may be of interest to sum- 
marize some of the salient sections of 
1952 reports to stockholders, discussing 
matters of general interest to the indus- 
try. Not much space is available to com- 
ment on style and format, but the report 
of Columbia Gas System was of special 
interest. The text followed the method 
adopted in some of the company’s earlier 
bulletins, using questions and answers to 
get the message across. For example, 
under the heading “The Earnings Pic- 
ture,” the following questions were an- 
swered: Why was 1952 net income less 
than 1951 net income? What are con- 
tingent earnings? What is being done 
about it? Did the earnings picture 
change the dividend policy? There were 
more than the usual number of charts, 
affording a graphic historical picture of 
the company’s operations; also an ex- 
cellent map of the system. 
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One of the most complete statistical 
tables was shown on page 10 of the 
Equitable Gas Company report. This 
presented a 6-year breakdown cf cus- 
tomers, MCF sales, revenues, annual use, 
and revenues per customer, average MCF 
rate, sources of gas and cost of purchased 
gas, peak-day send out, degree days and 
per cent of normal, gas in underground 
storage, and property additions and re- 
tirements. 


a AGA is doing a great deal to 
stimulate sales promotion for the 
use of appliances. The report of Provi- 
dence Gas Company has a good descrip- 
tion of the various gas appliances, in- 
cluding the combination range and kitch- 
en heating unit which is characteristic 
of the New England area where the 
kitchen is still often a source of heat for 
the entire house or apartment. “The 
laundry dryer is becoming a home ap- 
pliance companion to the washing ma- 
chine,” the report states. “There are at 
least twelve manufacturers producing 
gas laundry dryers. . . . Gas all-year air- 
conditioning equipment is available, and 
our customers who are using it report 
its excellent operation.” 

The report of Washington Gas Light 
includes details of its sales promotion 
program, with aid to dealers in financ- 
ing instalment sales. The company’s TV 
broadcast includes “Margaret’s Kitchen.” 
The Home Service director won a first 
award from McCall’s magazine in a na- 
tional competition with her “Report to 
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the Board of Directors”—a meal served 
to directors from the company kitchen. 
The growing air-conditioning load is 
of increasing importance to both the elec- 
tric and gas utilities. Oklahoma Natural 
Gas Company in its report (pages 12- 
13) reported that early this year it was 
serving more than 24,800 tons of air- 
conditioning load—equivalent to supply- 
ing over 7,000 residences of average 
size, representing a city of about 25,000 
population. The largest installations 
were in the Douglas Aircraft plant and 
in various office and college buildings. 


[gpg oer and rates were, of course, 
a favorite topic, particularly with 
the pipelines and integrated companies. 
Transcontinental Gas Pipe Line recited 
the history of its efforts to obtain high- 
er rates, stating “our customers have 
generally taken a sympathetic attitude.” 
Columbia Gas pointed out that it had 12 
rate cases pending before the FPC and 
14 before state commissions, affecting 
$29,000,000 potential increase in annual 
revenues. Both Consolidated Natural 
Gas and Panhandle Eastern Pipe Line 
devoted two pages of their annual re- 
ports to regulation, the latter company 
making the following outspoken state- 
ment: 


The treatment by the Federal Pow- 
er Commission of an interstate pipe- 
line company’s gas reserves as an asset 
subject to regulation is highly inequita- 
ble. It is also unsound. There is a 
growing scarcity of natural gas rela- 
tive to the increased demands. Your 
company grows more reluctant to 
spend the large sums of money re- 
quired to acquire new reserves in view 
of the commission’s persistent limita- 
tion of the company’s return on in- 
vestment in production to a small fixed 
per cent. The company believes that 
the position of the Federal Power 
Commission on gas reserves has been 
and will be detrimental to the interests 
of the consumers as well as to the 
stockholders. 


URNING to the production side of 
the business, it is interesting to note 
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that manufactured gas instead of becom- 
ing obsolete is vigorously contesting with 
natural gas on a cost basis. Portland 
Gas & Coke has been a leader in the pro- 
duction of by-products, which permitted 
it to reduce the net “holder cost” of gas 
to around 25 cents per MCF compared 
with 51 cents in 1948 and 16 cents in 
1942. (See chart 9 in the company’s 
report.) This is probably a record low 
cost for manufactured gas but of course 
the program put the company in the in- 
dustrial by-product business as well as 
the gas utility business. Sale of by-prod- 
ucts amounted to $4,700,000 in 1952 
compared with $8,700,000 from sale of 
gas. After deducting inventory value, 
processing costs, and selling expenses, 
net proceeds from by-products (carbon, 
tar, light oil, etc.) were reduced to $2,- 
800,000. These net revenues did not re- 
flect joint costs and other overhead, so 
that the complete financial results are not 
available. 

Research is also active in the natural 
gas division. Among the large compa- 
nies, United Gas Corporation appears 
to be one of the most interested in re- 


' search, as described on page 23 of its 


report to stockholders, which mentions a 
number of studies or projects. Excellent 
progress was reported in the petro- 
chemical field where work was being 
conducted jointly with Electric Bond 
and Share and National Research Cor- 
poration at Cambridge, Massachusetts. 


N expanding sales of gas for house- 

heating purposes, the industry has 
found that this represents too heavy a 
seasonal peak load—hence the large 
amount of attention now being given to 
underground storage. Peoples Gas of 
Chicago has been engaged in developing 
one of the largest underground storage 
facilities in the country, the initial stage 
alone having an estimated cost of $17,- 
000,000. The description of this project 
(pages 5-7 of the report) includes charts 
illustrating the fact that this method per- 
mits several times as much space-heating 
sales as would otherwise be possible. 
Tennessee Gas Transmission stated that 
a substantially depleted gas field in north- 
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ern Pennsylvania will be used for stor- 
age, but Transcontinental reported 
“nothing feasible found so far” in its 
geophysical investigations in the Phila- 
delphia-New Jersey-New York area. 

Conversion from manufactured to 
natural gas has been an important prob- 
lem for the distributing companies over 
the past two years. Brooklyn Union Gas’ 
conversion of customers’ appliances to 
the use of 1,040 stu gas was probably 
the largest project of this kind in the 
country, conversion costing nearly $21,- 
000,000 (which is being amortized over 
a 10-year period). The change-over 
program was described on pages 4-5 of 
the annual report, and in greater detail 
in a 43-page article by David Grozier 
in Gas Age for January 1, 1953. 


NE of the dramatic episodes in the 

history of the “new” pipelines was 
the long struggle for the New England 
area. Texas Eastern Transmission’s re- 
port contains a discussion of the diffi- 
culties and delays which were encoun- 
tered in getting its affiliate, Algonquin 
Gas Transmission, into operation. The 
gas which Texas Eastern had expected 
to give to Algonquin was put in storage 
or sold to others on a temporary basis, 
so that the company’s earnings were not 
too much affected. Another sectional saga 
has been the long-fought issue as to 
whether natural gas for the Pacific 
Northwest states should be brought down 
from Canada, or up from the San Juan 
basin in New Mexico and Colorado. 
This question is still pending before the 
FPC. The discussion of “the future with 
natural gas” in the report of Portland 
Gas & Coke (pages 22-28) is particu- 
larly interesting in view of that com- 
pany’s present low costs for manufac- 
turing gas ; the map on page 29 showing 
the different sources and the possible 
pipeline routes is also informatory. The 
report of Northern Natural Gas Com- 
pany (page 10) also describes the com- 
petitive projects. 

Another sectional topic of special in- 
terest is the potential development of oil 
and gas in the Williston basin. Montana- 
Dakota Utilities appears to be the prin- 


cipal potential beneficiary since it has 
under lease or operating agreements 
about 220,000 acres of land on which 
it holds mineral rights. Development 
work on part of this area is being car- 
ried out under an agreement with Shell 
Oil Company, but without any sensa- 
tional results reported thus far. 


* 


Analyzing the Outlook for 
Natural Gas Securities 


AVID Cowan of Shearson, Hammill 

& Co. has recently prepared a 
study on the outlook for natural gas 
securities, which he thinks continue to 
offer attractive market opportunities 
both for investment and speculation. His 
study contains such an excellent sum- 
mary of the present position of the in- 
dustry that it has been used as a back- 
ground for the present discussion. 

The gas industry is a mixture of the 
very old and the very new. The old 
manufactured gas business antedates the 
electric light business by some thirty or 
forty years. Some utilities have served 
customers with gas for 100 years or 
more. (Cincinnati Gas & Electric has 
paid dividends since 1853; Washington 
Gas Light since 1852; Providence Gas 
since 1850; United Gas Improvement 
since 1885.) The stocks of these com- 
panies are certainly entitled to the term 
“well seasoned.” Some of the pipeline 
companies occupy an intermediate posi- 
tion, having been financed in the 1920’s. 
Lone Star Gas has paid dividends since 
1926, Northern Natural since 1935, Co- 
lumbia Gas since 1943. On the other 
hand, some large pipelines, as well as 
some large integrated systems, have been 
incorporated in the postwar period as the 
result of the discovery of new gas re- 
serves, the ability to obtain materials 
for new pipelines, and the breakup of 
some of the old utility holding company 
systems. Moreover, the older gas dis- 
tributing companies have been given a 
“new look” by the changeover from 
manufactured to natural gas with the 
resulting rapid expansion of house heat- 
ing, new operating economies, etc. 
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Hus the analyst or investor has a 

much more difficult job, it would 
seem, in dealing with gas securities than 
in analyzing the fairly homogeneous 
electric utilities. In the first place he must 
understand the distinctions between the 
various divisions of the industry: (1) 
the fully integrated companies which 
produce natural gas, transport it, and 
sell it at retail (such as Columbia Gas 
and United Gas); (2) pipelines which 
have gas reserves of their own, such as 
El Paso; (3) other pipelines, such as 
the new Gulf Interstate, which have no 
reserves ; (4) distributing utilities which 
buy all their natural gas but in some 
cases maintain stand-by manufactured 
gas facilities, such as Brooklyn Union 
Gas; (5) the few remaining manufac- 
tured gas companies; (6) the natural 
gas production companies, such as 
Hugoton Production, Republic Natural 
Gas, Western Natural Gas, etc.; and 
(7) several hybrid companies such as 
Stone & Webster which combine own- 
ership of gas reserves with other inter- 
ests. 

In appraising the outlook for these 
various groups, some of the problems 
are (1) the varying effects on earnings 
of the distributing companies of their 
transition from manufactured to natural 
gas; (2) the recent rapid progress made 
in reducing the cost of manufactured gas 
(after the industry had been considered 
almost obsolete) ; (3) the rapid rise in 
the field price of natural gas in the past 
two or three years versus some decline in 
the competitive fuels, oil and coal; (4) 
the impact of rising gas costs on dis- 
tributors’ earnings; (5) regulatory de- 
lays and difficulties in adjusting con- 
sumers’ rates to higher operating costs ; 
and (6) the effect of rate-making the- 
ories (such as the now famous FPC 
“cost-of-money” theory) on regulatory 
policies, together with the changes re- 
sulting from the appointment of new 
commissioners, and the infusion of a new 
political psychology, by the Eisenhower 
administration. 


HE integrated gas companies (group 
I above) have adopted a policy of 
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buying a substantial amount of their gas 
requirements from outside sources in- 
stead of depleting their own reserves. 
Thus the rapidly rising field prices for 
gas should enhance the value of their 
own reserves, and give them some bar- 
gaining power when they negotiate for 
additional supplies from other producers. 
However, the rise in operating costs has 
resulted in rate problems and irregular 
earnings, especially in the case of Colum- 
bia Gas System. 

The pipeline companies have been 
expanding as rapidly as possible through 
construction of new compressor stations, 
the building of “loops,” storage facili- 
ties, etc. The major problems have been 
with respect to regulation. In the case 
of Algonquin Gas Transmission Com- 
pany, which recently began operations 
after a delay of about two years, the trou- 
ble was initially due to competition with 
the Northeastern Gas Transmission 
Company, aggravated by court decisions, 
which handicapped construction and de- 
ferred granting of a final FPC certificate 
of “convenience and necessity.” This has 
now been smoothed over by a compro- 
mise agreement, the New England field 
being divided between the two compa- 
nies. 


ost of the pipelines’ troubles have 
been due to inadequate rates and 

lags in rate proceedings. The major is- 
sue with the FPC has been the question 
of what constitutes a fair return on the 
net original cost rate base. In 1952 con- 
siderable adverse comment was aroused 
in the industry and in Wall Street over 
important rate cases where the rate of 
return was fixed below 6 per cent. Re- 
cently, with the commission partially 
reconstituted, a return of 6% per cent 
was allowed to United Fuel Gas (Co- 
lumbia Gas’ subsidiary) the higher re- 
turn being attributed in part to Colum- 
bia’s maintenance of an equity ratio 
around 50 per cent. However, the Shear- 
son, Hammill study was prepared too 
early to mention the aftermath of this 
decision—Columbia Gas’ charge that the 
FPC staff (largely a holdover from the 
previous administration) had imposed 
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almost a complete new accounting and 
rate setup for United Fuel Gas, which 
(Columbia’s experts estimated) would 
actually reduce 1953 earnings to well 
under 4 per cent, in place of the pub- 
licized 6} per cent. The eventual outcome 
of the commission’s reconsideration of 
this case is now awaited with interest. 

With respect to pipelines, as well as 
integrated gas companies which have re- 
serves of their own, there has been a 
tendency in recent years to “spin off” 
some of the production properties (by 
distributing subsidiary stock to their own 
stockholders). To some extent this 
solves the regulatory problem with the 
FPC, which requires an original cost rate 
base and therefore does not like to rec- 
ognize the increasing market value of 
reserves, when held by companies sub- 
ject to its regulation. Thus, Southern 
Production was an offshoot of Southern 
Natural Gas, Hugoton Production of 
Panhandle Eastern Pipe Line, etc. While 
other potential spin offs, such as that 
now being considered by Southern Un- 
ion Gas with respect to its Aztec prop- 
erties, lend speculative flavor to the 
stocks of utilities owning reserves, it is 
not always an easy problem to develop 
these programs. 


vo retail distributors are usually 
regulated only by the state com- 
mission (with one or two exceptions 
where they operate in more than one 
state). “Most of these companies wit- 
nessed a substantial improvement in 
earning power when changeover from 
manufactured to natural gas occurred,” 
according to Mr. Cowan, “and while 
higher costs of gas have since whittled 
down some of these advantages, it is safe 
to say that they are all on a permanently 
higher plane of earning power.” 

The natural gas producers which own 
important reserves are probably the most 
difficult to appraise with respect to share 
earnings and future asset values. The 
rise in the price of gas from less than 
5 cents per MCF a few years ago to 
around 20 cents for some contracts now 
being closed, has in theory benefited 
these companies tremendously. How- 


ever, so far as sales are concerned they 
have not as yet obtained the full benefits 
of the increase since sales are usually 
made on the basis of long-term contracts 
at fixed prices. Market value must be 
based not merely on current earnings 
but also on some appraisal (on a dis- 
count basis) of future potential earnings 
or spin-off values, which in turn de- 
pends on competitive fuel prices, the 
eventual outcome of the jurisdictional 
issue involved in the Phillips Case, 
changing regulatory policies, etc. The 
Shearson, Hammill study also mentions 
such factors as (1) location of acreage 
in reference to proposed new pipelines 
and opening of new markets, (2) the 
financial strength and capital setup, (3) 
the management and sponsorship which 
may influence drilling activity and de- 
velopment work, and (4) the question 
whether the company may be _ handi- 
capped by old contracts to sell gas at low 
prices. 


RESENT gas reserves of about 200 tril- 

lion cubic feet amount to about twen- 
ty-three years’ supply at the present rate 
of consumption. Oil companies hold a 
large proportion of the reserves and thus 
are an important factor in the sale of 
gas to the pipelines ; they hold consider- 
able “undedicated” gas in reserve as an 
increasingly valuable asset. “Those who 
wish to invest in or speculate in purely 
gas producers,” the study states, “will 
find a relatively narrow list of compa- 
nies and fewer still where the prepon- 
derant play is in gas rather than oil. We 
mention some in this review, but they 
have to be classified as semispeculative 
and apt to have fairly wide market 
swings.” 

Referring again to the distributing 
companies, their main problems have 
been (1) conversion to natural gas, and 
the accounting, labor, and operating ad- 
justments resulting therefrom; (2) rate 
adjustments of various kinds (increases 
to offset higher pipeline charges, or cuts 
in house-heating rates to stimulate con- 
version) ; and (3) organizing sales pro- 
grams (where necessary) to stimulate 
house-heating conversion as well as the 
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use of appliances which will build up 
summer loads. Utilities in some areas 
have had big backlogs of demand from 
customers who wish to convert to house 
heating; in other areas such as Long 
Island and certain parts of New Eng- 
land competition from oil remains an 
important factor, despite the advantage 
which gas possesses as a clean, conven- 
ient fuel, with small servicing cost. Nat- 
ural gas is also in competition with oil 
in some areas for use as industrial fuel, 
or under the boilers of electric utility 
companies. Thus, New England Gas & 
Electric, while it now obtains virtually 
all its gas requirements from the North- 
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eastern and Algonquin pipelines, has also 
pioneered in low-cost production of 
manufactured gas. The company plans 
to use oil-gas not only for peak shaving 
but also for increased future demands. 
(The company expects its gas sales to 
double over the next five years.) 

In the next four years, according to 
Shearson, Hammill, the natural gas com- 
panies propose to spend nearly $4 billion 
in new facilities, requiring the sale of 
about $700,000,000 new securities annu- 
ally—roughly half the amount being sold 
by the electric light and power industry. 
A considerable part of this sum will be 
used for building storage facilities. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Share Earnings* 
10/9/53 Divi- Cur- 
Price dend rent %In- 12 Mos. 
About Rate Period crease 


a 
| 83 
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East Tennessee Nat.Gas. 8} 
Mississippi River Fuel ... 37 
Southern Natural Gas .. 
Tenn. Gas Trans 
Texas East. Trans. ...... 
Texas Gas Trans. ....... 
Transcontinental Gas .... 
Averages 
Integrated Companies 
American Natural Gas ... 
Colorado Interstate Gas .. 
Columbia Gas System .... 
Commonwealth Gas 
Consol. Gas Util. ....... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Interstate Nat. Gas ...... 
Kansas-Neb. Nat. Gas ... 
Lone Star Gas 
Montana-Dakota Utilities . 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas 
Pacific Pub. Serv. ....... 
Panhandle East. P. L. ... 
Pennsylvania Gas ....... 
Peoples Gas Lt. & Coke .. 
Southern Union Gas .... 
United Gas Corp. ....... 
Averages 
Retail Distributors 
Alabama Gas 
Atlanta Gas Light 
Brooklyn Union Gas 
Central Elec. & Gas 
Hartford Gas 
Houston Natural Gas .... 
Indiana Gas & Water ... 
Kings County Lighting .. 
Laclede Gas 
Minneapolis Gas 
Mississippi Valley Gas ... 
Mobile Gas Service 
New Haven Gas Light .. 
Pacific Lighting 
Portland Gas & Coke .... 
Providence Gas 
Seattle Gas 
South Jersey Gas 
South Atlantic Gas 
Springfield Gas Light .... 
United Gas Improvement . 
Washington Gas Light ... 
Averages 


Canadian 2 
International Utilities .... 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER COMPANIES 


——Share Earnings* 

10/9/53 Divi- Cur- Price- Div. 
Pri dend Approx. rent % In- 12 Mos. Earn. Pay- 
About Rate teld Period crease Ended Ratio out 

Communications Companies 

Bell System 

Am. Tel. & Tel. (Cons.) 155 
Bell Tel. of Canada... 36 
Cin. & Sub. Bell Tel... 75 
Mountain States T.& T. 99 
New Eng. Tel. & Tel. . 114 
Pacific Tel. & Tel. .... 112 
So. New England Tel. . 33 


8% $11.46** D1% Feb. 13.5 
6 2.35 40 c. ; 
4.61 Dec. 
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Central Telephone .... 
Florida Telephone .... 
General Telephone 
Inter-Mountain Tel. ... 
Peninsular Telephone .. 
Rochester Telephone .. 
Southeastern Telephone 
Southwest. States Tel. . 
Telephone B. & S. .... 
United Utilities 
Western Union Tel. ... 
Averages 
Transit Companies 
Capital Transit 
Dallas Ry. & Terminal . 
Greyhound Corp. ...... 
Los Angeles Transit ... 
National City Lines .... 
Philadelphia Transit ... 
Rochester Transit 
St. Lewes ©. SA «ne 
Tee La BE. o000 
United Transit 


Averages 

Water Companies 

Holding Companies 
American Water Works 
New York Water Serv. 

Operating Companies 
Bridgeport Hydraulic .. 
California Water Serv. 
Elizabethtown Water .. 
Hackensack Water .... 
Jamaica Water Supply . 
New Haven Water .... 
Ohio Water Service .. 
Phila. & Sub. Water ... 
Plainfield Union Water 
San Jose Water 
Scranton-Springbrook . 
Southern Calif. Water . 
West Va. Water Service 
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A—American Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. D—Decrease. *Earnings are calculated on present number of shares ing, 
except as otherwise indicated. **On average shares outstanding. #—Includes stock dividen 
(a)—Paid 4 per cent stock dividend. NC—Not comparable. 
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What Others Think 


FPC Chairman Discusses Gas 
Rate Policies 


‘It new FPC chairman, Jerome K. 
Kuykendall, made two addresses in 
the same fortnight in the same city 
of Houston, Texas. Both were impor- 
tant statements about the FPC’s cur- 
rent problems and an approach to the 
task of regulating natural gas companies. 
One, more generally reported in the 
press, was given before the annual con- 
vention of the Independent Natural 
Gas Association on September 29th. 
The other, which would seem offhand 
to be an even more thought-provoking 
statement of the new chairman’s point 
of view, was given before the less pub- 
licized statewide meeting of the Texas 
Mid-Continent Oil & Gas Association on 
October 6th. 


At the latter meeting, Kuykendall said’ 


that, in effect, the FPC must give recog- 
nition to inflation, adequacy of earnings 
for expansion, a “regulatory atmos- 
phere” justifying investor confidence, 
incentives for managerial efficiency, etc. 
Further, he indicated that a natural gas 
company should not be subjected to “un- 
expected and ruinous competition.” It is 
obvious that Chairman Kuykendall’s 
conception of sound regulation is that it 
should function as a bulwark against 
public ownership. This should all be 
very cheerful news to natural gas in- 
vestors who have been timid, if not 
somewhat sour, on investment oppor- 
tunities in that industry ever since the 
restrictive FPC rate decisions in the 
Northern Natural Gas Company and 
Colorado Interstate Gas Company cases 
of more than a year ago. 

Kuykendall recognized that the inter- 
est of the Texas Mid-Continent group 
was more academic on this subject than 
it would be for other audiences—since it 
was composed principally of those con- 
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cerned with gas production and gather- 
ing. Whether FPC jurisdiction eventual- 
ly becomes more of a factor in that field, 
of course, awaits decision in the cele- 
brated Phillips Case now before the 
U. S. Supreme Court. Regarding the 
over-all purpose of the FPC’s function 
under the Natural Gas Act, Kuykendall 
made this following succinct statement 
in his Texas Mid-Continent address : 


There seems to be an impression 
among many people that the Federal 
Power Commission is a price-fixing 
agency whose purpose is to maintain 
a ceiling on the price of natural gas 
sold for resale in interstate commerce 
and thus act in a capacity similar to 
that of the Office of Price Administra- 
tion which existed during World War 
II. Such a conception is not accurate. 

While it is true that we have a duty 
to prevent natural gas companies from 
making excessive profits, it is just as 
true that we also have a duty to see 
that such companies are permitted to 
make a reasonable profit. 

The Federal Power Commission 
has no authority to compel a utility 
under its control to absorb the addi- 
tional expenses brought about by in- 
flation and to render the customer of 
the utility immune from them. On 
the contrary, the law requires us to 
fix rates that will yield a fair return 
after all expenses have been met. 


he mp that the FPC, under pre- 
vailing court decisions, has a wide 
area of discretion in fixing the rate of 
return, Chairman Kuykendall pointed 
out that utilities generally do not have 
the same opportunity to build up large 
surpluses as nonregulated competitive 
businesses. This, in turn, means that 
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they can attract new captial for expan- 
sion only to the extent that their record 
of earnings and prospects for the future 
appeal to the investor in a highly com- 
petitive money market. It follows, of 
course, that the consuming public has a 
stake in the accomplishment of this same 
objective—a factor not always realized 
by members of the consuming public. 
But it is a factor which the regulatory 
commission certainly cannot, under its 
statutory responsibility, ignore. Chair- 
man Kuykendall put it this way: 


Investors, bankers, and other spe- 
cialists in public utilities study the 
various utilities to evaluate their 
financial abilities and prospects. Since 
the amount or rate of earnings of the 
utility is decided, not by the manage- 
ment of the utility, but by the govern- 
mental agency which regulates it, and 
may be changed from time to time by 
circumstances beyond the control of 
the utility, the general attitude of the 
regulating agency becomes an impor- 
tant factor in evaluating utility securi- 
ties. The phrase “regulatory atmos- 
phere” is frequently used to describe 
this factor in appraisal of public 
utilities securities. 

A regulatory commission has an 
obligation to endeavor to maintain a 
regulatory atmosphere which will give 
the investor enough confidence to let 
his money be used in enterprises 
which are regulated by that com- 
mission. 


Or the positive side, admittedly, gov- 
ernment regulation of an industry 
tends to produce stability and minimize 
the hazards which the business would 
otherwise encounter. Thus, while utilities 
have not enjoyed the feast of high earn- 
ings in recent years, they need not fear 
a future famine because the regulatory 
commissions all have the duty to allow 
a fair rate of return. Kuykendall thinks 
that this stabilization effect of FPC 
regulation is generally recognized. Other- 
wise, the phenomenal expansion of the 
industry in the past decade could not 
have been accomplished. 


735 


HUS, while there may have been 

some justified criticism of burden- 
some regulation—taking the bitter with 
the sweet—investors have regarded an 
FPC certificate as an assurance that 
various pipeline projects were feasible 
and would not run into sudden or ruin- 
ous competition. Kuykendall stressed the 
fact that his concern for the stability of 
regulated utilities and those who invest 
in them should not be construed as a lack 
of concern for the consumer interest. 
“He (the consumer) is the personifica- 
tion of the term ‘public interest,’ ” Kuy- 
kendall said. “He deserves and expects 
the protection of the regulatory com- 
missions and surely will and should be 
heard from if he does not get it.” 

Concluding on a reference to public 
ownership, the FPC chairman said there 
were two ways in which the regulatory 
commission could assist in bringing it 
about: (1) It could deprive the regulated 
utilities of the necessary and adequate 
revenues, resulting in public ownership 
by default; (2) it could allow excessive 
rates and profits causing a loss of con- 
sumer confidence which would result in 
a demand for direct government inter- 
vention. 

Thus, in the final analysis, whether 
we have more or less public ownership 
“will depend largely on the fairness and 
effectiveness of the regulation of the 
privately owned utilities and the willing- 
ness and ability of the privately owned 
utilities to render adequate service at 
just and reasonable rates and meet the 
ever-increasing demands placed upon 
them.” 

In short, Chairman Kuykendall does 
not regard his job as simply that of 
a referee in disputes between buyer 
and seller. Regulation should be the 
harmonious blending of the true inter- 
ests of parties which are not actually in 
conflict, but which need continuous 
economic adjustment to maintain proper 
balance in the over-all public interest. 


N his address before the annual con- 
vention of the Independent Natural 
Gas Association, Chairman Kuykendall 
also tried to dispel any beliefs that the 
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FPC is maintaining an over-all ceiling 
on the rate of return. 

“The commission has not set an 
arbitrary ceiling or floor above or below 
which it will not go,” Kuykendall said. 
“To do so would, in our opinion, not be 
consistent with either the letter or the 
spirit of the Natural Gas Act which 
requires us to fix just and reasonable 
rates. In other words,” he added, “we 
must exercise our judgment unhampered 
by arbitrary, self-imposed restrictions 
which might be in conflict with the legis- 
lative standards which govern us.” 

Kuykendall said the commission tries 
to be consistent in its opinions in rate 
cases and that, consequently, a decision 
in one case must be considered in, and 
may have a bearing on, a decision in a 
subsequent case. “But this does not mean 
that precisely the same rate of return 
will be allowed in all cases,” he empha- 
sized. “The pertinent facts surrounding 
different natural gas companies may 
justify and, in our best judgment, re- 
quire varying rates of return.” 

The FPC proposes to use the con- 
ference method on any matters which 
are presented to the commission for de- 
cision or action where neither the law 
nor the public interest necessitates formal 
procedure of any kind, Kuykendall said, 
and will see to it that “no third parties 
are prejudiced thereby.” The commis- 
sion is also investigating other means of 
shortening and speeding its procedures, 
and is “ready to eliminate any require- 
ments that are shown to be unnecessary.” 
Independent gas representatives already 
have met with the commission on pos- 
sible ways to speed procedure and plan 
to submit suggestions. C. P. Rather, 
president of the INGAA, explained to 
the convention that these suggestions 
would be for “revised procedures which 
will facilitate the work of the commis- 
sion and the business of the (gas) com- 
panies.” 


UYKENDALL revealed in his address 
that all members of the commission 
are in agreement “on the principle in- 
volved” in the Hinshaw Bill (HR 5976), 
which would permit state regulation 
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of natural gas companies which do busi- 
ness in only one state if all the gas trans- 
ported by such a company is received 
and consumed within the state. He 
acknowledged some disagreement within 
the commission on the specific language 
of the bill. 

Disposing of the large number of rate 
cases now pending before the commis- 
sion has presented serious problems, 
Kuykendall told the convention. Con- 
gress recognized the problem when it 
increased appropriations for the com- 
mission in the hope that the FPC could 
get abreast of its rate cases. One dif- 
ficulty is attracting competent personnel 
with the salaries the commission must 
pay. Although a respectable number of 
rate cases have been concluded this year, 
new rate filings keep coming in, Kuy- 
kendall stated, “and it cannot be said 
that the time when we will be caught 
up with our rate work is in view.” All 
members of the commission are agreed 
that the situation requires new methods, 
and that mere enlargement of the staff 
will not of itself provide a solution, he 
added. 


HE FPC chairman also referred to 
the new regulations, effective July 1, 
1953, which require the submission of 
considerable data with the filings of ap- 
plications for increased rates. “Although 
these regulations place a burden on you 
at an earlier period of the proceedings 
than did the former procedure, we be- 
lieve that experience is showing, and 
will continue to show, that the total 
period of time required to process a rate 
case will be materially shortened,” he 
declared. The commission is developing 
short cuts in rate investigations and 
eliminating some of the proper and cus- 
tomary steps when they are not absolute- 
ly essential. FPC examiners are being 
urged to bear in mind at all times the 
importance of keeping the hearing 
progressing as rapidly as possible, and 
to try to prevent or at least shorten de- 
lays and continuances. 
Kuykendall urged the gas companies 
and their attorneys “to refrain from 
asking for continuances, even though 
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you suffer some inconvenience by so 
doing, and that you resist the temptation 
to offer evidence which you don’t really 
believe is necessary even though you 
feel it is rather interesting, and that you 
keep in mind at all times the virtue of a 
concise case, in chief, no unnecessary 
cross-examination, and no cross-exami- 
nation under the guise of clarifying ques- 
tions. . . . The commission will con- 
tinue,” Kuykendall promised, “to waive 
the intermediate procedure, reach a con- 
clusion, and issue its opinion without the 
examiner’s proposed opinion when such 
is necessary and is permitted by the 
Administrative Procedure Act.” 
Kuykendall emphasized that rate hear- 
ings, and all other types of hearings 
before the commission, “are purely and 


simply fact-finding proceedings and are 
not held to provide opposing counsel 
with an arena in which to cultivate their 
respective histrionic talents nor to vie 
in achieving surprise over each other. 
Therefore,” he continued, “it is desirable 
that all parties before and during the 
hearing assist each other in the exchange 
of information, clarification of facts, 
and the resolving of differences.” 

In recent months, several rate cases 
have been settled by conferences among 
the applicant, the commission staff, and 
the interveners, Kuykendall said. “We 
believe that many more cases can be 
settled in this fashion. We suggest to 
those of you who have rate cases pending 
that, if you have not already done so, 
you explore thoroughly this possibility.” 





“GAMA’s” Public Relations Program 


. ‘OO NE of the most modern weapons 

which the gas industry has to- 
day is public relations,” according to 
James F. Donnelly, president of the Gas 
Appliance Manufacturers Association. 
Donnelly told the Pacific Coast Gas As- 
sociation convention, held in San Fran- 
cisco in September, that no segment of 
the gas industry can afford to neglect 
its public relations responsibilities. In 
answer to those who view public rela- 
tions as a “luxury,” Donnelly related the 
$180,000 annual cost of GAMA’s pro- 
gram to the annual retail value of gas 
appliances, estimated at $1.5 billion— 
making the cost of maintaining such a 
program only one-eightieth of one per 
cent of the retail value of appliances. 
The question, he said, is not whether or 
not the program is a luxury but whether 
the industry can afford not to spend what 
amounts to 12 cents out of each $1,000 
of retail sales. 

The GAMA public relations program 
has just concluded its second year. It 
was expected that at least three years 
would be required before the program 
started to bear fruit. Within two years, 
however, “the public relations program 
has proved itself by its maneuverability 


and ability to captialize on any type of 
situation,” Donnelly said. “It has further 
proved itself by providing the solution 
to a myriad of problems involving dis- 
criminatory legislation, both national 
and regional,” he added. 


(ye such problem in which GAMA’s 
program achieved remarkable suc- 
cess involved the so-called Kent Bill, 
presented to the Pennsylvania legis- 
lature, which would have prohibited 
underground storage of natural gas 
within 2,000 feet of an operating coal 
mine employing five or more people. 
Many manufacturers took a quick look 
at the bill and were inclined to regard 
it as a localized affair which affected 
only the utilities in western Pennsyl- 
vania or, at most, in the state of Penn- 
sylvania as a whole. The facts that the 
storage fields of western Pennsylvania 
supply a good share of gas distributed 
in New England and the Middle Atlantic 
areas, and that the Kent Bill, if enacted, 
might have established a precedent for 
similar action in other states were at 
first disregarded. 

Although the Kent Bill was apparent- 
ly instigated by coal interests, it stood 
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an excellent chance of being enacted into 
law. 

“GAMA was the first to recognize 
the danger and immediately went to 
work to defeat a piece of legislation 
which would have the effect of reducing 
sales of gas-heating equipment to a mini- 
mum,” Donnelly told the convention. 
GAMA took the position that the biil 
went beyond the realm of the fuel gas 
business and seriously threatened the 
future sales of every manufacturer of 
gas appliances and equipment doing 
business in nearly all the states east of 
the Mississippi. Donnelly said: 


Someone had to organize all com- 
ponents of the gas industry into a 
cohesive and effective unit which 
could combat the proposed legislation. 
Someone had to lead the way, and 
there was not time to engage in petty 
discussions on who should spearhead 
the fight. The manufacturers and the 
utilities had an equal stake in the out- 
come of the Kent Bill, and under the 
GAMA banner, waged a successful 
battle which culminated in the shelving 
of the . . . bill. From the moment 
GAMA stepped into the breach, it 
was realized that the public had to be 
apprised of the discriminatory aspects 
of the Kent Bill. It was also realized 
that gas utilities, gas appliance manu- 
facturers, and regional associations 
had to be aroused and unified. Con- 
ferences had to be set up with Penn- 
sylvania authorities and every move 
had to be morally and legally ac- 
curate. Your association was the prime 
mover and our public relations coun- 
sel, Carl Byoir and Associates, pro- 
vided the strategy and tactics, and 
without their efforts and knowledge, 
the Kent Bill would have been passed. 
This type of activity demonstrates 
public relations at its highest level. 


ONNELLY urged his audience to sup- 
port the Action Program for Gas 
Industry Development, which was pre- 
sented this summer to groups of gas 
appliance manufacturers by GAMA 
representatives. The American Gas As- 
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sociation has presented the action pro- 
gram to similar groups of key utilities. 
The program should not be regarded as 
merely a set of recommendations, Don- 
nelly stressed, but as “a definite pro- 
gram, complete in every detail, includ- 
ing its effective implementation.” He 
stated : 


The action program concerns every 
facet of the gas utility and gas ap- 
pliance manufacturing businesses. Its 
success is reliant upon the ability and 
willingness of all components of these 
two industries to work hand in hand. 
That . . . means that the job which is 
being done cannot be shouldered alone 
by GAMA and AGA, but must have 
the full and enthusiastic support of 
each individual member of both or- 
ganizations. 


HE basis of the action program has 

to deal with sound marketing prac- 
tices and their adoption by both utilities 
and manufacturers, Donnelly explained. 
Marketing is based upon facts arrived 
at through precise mathematical ap- 
plications which take into consideration 
all of the factors which contribute to a 
given market. Reviewing the accomplish- 
ments of the program to date, Donnelly 
said the first step was the establish- 
ment of marketing potentials for all gas- 
burning appliances and equipment—a 
joint GAMA-AGA endeavor. A meet- 
ing of the gas utility marketing men and 
gas appliance manufacturer marketing 
men was held in Kansas City last June. 
These two groups agreed on the method 
through which these potentials should be 
established and requested that, initially, 
they be established, first, for the country 
as a whole, and second, for each of the 
nine census regions. These potentials, in 
addition, would be reported separately 
for each type of residential appliance 
and would be subdivided between new 
housing, replacements of existing gas 
equipment, and conversions from com- 
petitive equipment. A distinction - will 
also be made between city gas and 
bottled gas appliances, Donnelly said. 
The potentials will be further extended 
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WHAT OTHERS THINK 


to cover the immediate 5-year period 
which is ahead. 


<4 ty- is an ‘understatisticed’ indus- 
try,” GAMA’s president em- 
phasized. “There is too much about our 
markets which we do not know. But we 
all know that ‘hit-or-miss’ marketing 
methods will not stand a Chinaman’s 
chance against the tailor-made and scien- 
tific marketing methods of our com- 
petitors. When these national and 
regional potentials are established, we 
will have a sound, factual starting point 
from which will spring other more local- 
ized activities.” 
Donnelly told how ten gas utilities 
have agreed to a “test run” in ten respec- 
tive cities to determine the exact pro- 


cedures which should be followed in 
specific areas having a variety of market- 
ing characteristics. Several manufactur- 
ers already have prepared sales promo- 
tion kits and have placed them in the 
hands of utilities involved in the test run. 

The speaker also recalled that the 
American Gas Association is currently 
conducting a series of marketing clinics 
among its utility members. The purpose 
of these meetings is the down-the-line 
indoctrination aspects of this program, 
which was discussed last March. These 
clinics are designed to tell the executives 
who are going to operate the program 
in their particular areas just how best 
results can be obtained. One of these 
clinics was held in San Francisco last 
September. 





Notes on Recent Publications 


GASIFICATION OF Hyprocarsons. Are long- 
distance transmission lines the complete an- 
swer to the nation’s increasing demand for 
natural gas as a domestic, commercial, and 
industrial fuel? Dr. Jerome J. Morgan 
thinks not. The purpose of his new book, 
recently published, is twofold: first, to show 
gas utility companies why they should build 
auxiliary production facilities to supplement 
natural gas in city supplies; second, to tell 
them how to determine what facilities are 
best suited to their local conditions. 

Serving more than 26,000,000 customers 
at the end of 1952, the gas industry antici- 
pates an additional four to six million new 
customers by 1960. This poses a problem 
and a challenge. To maintain its competitive 
position with other fuels and to keep expand- 
ing its service, the gas industry must be able 
to supply all customers with all the gas they 
want at all times. 

Present pipelines, and those to be built, can 
deliver only so much gas. What about the 
surging demand for house heating, with its 
peak load in winter months? What about 
seasonal fluctuation in peak use of gas by 
industry? What if there is a line-break 
emergency ? 

These and other factors make adequate, 
continuous gas service impossible to all 
types of customers at certain seasons in 
many localities. The answer, according to 
Dr. Morgan (author of American Gas 
Practice, the standard text on city gas since 
1926), is for gas utilities to build auxiliary 
production facilities for sag shaving and 
emergency stand-by. A few large utilities 


already have done this. Others know they 
must start planning to do so. 

In his new book, Dr. Morgan reviews all 
processes for economical production of gas 
from hydrocarbons. Special emphasis is 
given to the newer processes for using BTU 
gases that are satisfactory substitutes for 
natural gas. Detailed data are given on each 
process, why and how it has been used by gas 
utilities for supplementary gas. 

The material in the book recently ap- 
peared as a series of articles in Gas Age. 
Harold W. Springborn, executive editor of 
Gas Age, thinks it’s possible that the indus- 
try may, in the not too-distant future, wit- 
ness a manufactured gas plant construction 
boom almost as great as the natural gas 
pipeline boom just experienced. Gasification 
of Hydrocarbons by Dr. Jerome J. Morgan. 
Moore Publishing Company, New York, 
New York, 1953. Price $4.75. 


THE annual “Accident Rates” pamphlet for the 
public utilities industry, published by the Na- 
tional Safety Council, is now available from 
that organization. The pamphlet contains 
1952 accident statistics for the electric, gas, 
communications, and other utilities, based 
primarily on accident records of members 
of the council. Copies may be obtained from 
the National Safety Council, 425 North 
Michigan avenue, Chicago 11, Illinois, and 
are priced at 35 cents per copy in quantities 
of 1-99 copies; 29 cents per copy in quanti- 
ties of 100 or more when purchased by mem- 
bers of the council. Prices to nonmembers 
are double the above prices. 
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The March of 
Events 


In General 


Resubmits Gas Application 


ORTHWEST NatTuraL Gas Com- 
N PANY early in October served 
notice it still was in the fight for the 
Inland Empire market by asking the Al- 
berta government for permission to ex- 
port gas from the southern part of that 
province. 

The company has no gas at present, 
but apparently has not given up hope of 
exporting gas from southern Alberta. A 
previous application to do so was refused. 

Northwest Natural is one of three 
companies seeking to serve the Pacific 
Northwest with natural gas. Pacific 
Northwest Pipeline Corporation wants 
to bring a supply from the San Juan 
basin of New Mexico and Colorado. 
And West Coast Transmission Company 
has proposed to tap the Peace river fields 
of northern Alberta and British Colum- 
bia. 

The three companies have been argu- 
ing their cases for some time before the 
Federal Power Commission, which will 
decide how the Pacific Northwest will 
be served. 

Colorado Interstate Gas Company and 
Pacific Northwest Pipeline Compan 
have extended until January 1, 1955, 
their agreement under which Colorado 
would get 100,000,000 cubic feet of 
natural gas daily if Pacific is authorized 
to serve the Pacific Northwest. 

Extension of the agreement was dis- 
closed last month by an attorney for both 
companies, after counsel for Westcoast 
Transmission Company noted that an 
earlier agreement contained a provision 
permitting it to be canceled on Septem- 
ber 1, 1953, if Pacific had not received 
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Federal Power Commission approval to 
deliver gas to the Pacific Northwest area. 


Gets Natural Gas Rate Hike 


HE Texas Eastern Transmission 
Corporation, which will supply 
much of the natural gas now being intro- 
duced into Rhode Island, has obtained 
approval of a new $4,500,000-a-year 
increase in its wholesale prices, the Fed- 
eral Power Commission announced re- 
cently. 
The approved settlement will boost 
the total cost for about 40 utility com- 
panies $4,592,806 a year over the rate 


_ set by an interim increase of $26,180,000 


a year which took effect last December. 

Texas Eastern is supplier and part 
owner of the Algonquin Gas Transmis- 
sion Company, which was recently au- 
thorized to serve the Providence Gas 
Company, the Narragansett Electric 
Company for the Warren-Bristol and 
Westerly divisions, and the Newport 
Gas Light Company with natural gas. 

The new Texas Eastern rate settle- 
ment, which is retroactive to last Sep- 
tember Ist, was reached after a series of 
conferences between the company offi- 
cials, their customer companies, and the 
FPC staff. 

The total increase provided under the 
FPC-approved plan is $30,772,806 a year 
—the interim increase plus the new 
boost—as compared with the company’s 
original request for boosting its income 
$41,800,000. The FPC OK included 
some provisions that the supplier rebate 
to its customers and/or reduce its rates 
if it realizes any saving from pending 
cases involving the companies’ taxes and 
rate costs. 
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THE MARCH OF EVENTS 
New Jersey 


Natural Gas Pleas Heard 


RGUMENTS on a petition of the New 
Jersey Natural Gas Company to re- 
open a hearing on its application for an 
increase in rates were heard recently by 
a member of the state public utilities com- 
mission, and a prompt decision by the 
board was promised. 
The company, which serves a wide area 


from portions of Morris county to points 
as far south as Cape May, was denied 
an increase last September 9th by the 
board, which ruled that there was not 
sufficient proof that an adjustment was 
warranted. However, the board gave the 
company permission to apply for a re- 
opening of the case if further proofs 
could be adduced. 


¥ 
Ohio 


United Fuel Asks Increase 


‘oo United Fuel Gas Company peti- 
tioned the state public utilities com- 
mission recently for permission to raise 
rates paid by customers in two south- 
eastern Ohio counties—Lawrence and 
Scioto. 


The firm said it would raise rates on 
a sliding scale, replacing present flat 
rates, but did not estimate how much 
the proposed increase would total. It said 
it is now paying $11,800,000 more year- 
ly for gas than it did two years ago, and 
claimed it has been supplying gas to its 
Ohio customers at a deficit. 


Pennsylvania 


Electric Rate Increase Denied 


ie state public utility commission 
early last month denied the entire 
$1,179,000 annual rate increase sought 
by the Scranton Electric Company. End- 
ing a 9-month investigation of the pro- 
posed boost, the commission found that 
the utility was earning a fair return un- 
der present rates on the basis of opera- 
tions for the year ended December 31, 
1952. 

Vote on the rate-rejection order, sus- 
taining formal complaints by Scranton 
and the Throop school district, was 
unanimous. 

The commission’s action meant that 
rates of 88,000 consumers in Lacka- 
wanna, Luzerne, Susquehanna, Wayne, 
and Wyoming counties would remain 
unchanged. 

The commission said a pending merg- 
er of the utility with Pennsylvania 
Power & Light Company, Allentown, 
had no bearing on the rate case. It 
pointed out that Scranton Electric still 
retained its corporate identity although 
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PP&L acquired 91 per cent of Scranton 
Electric stock recently in the initial con- 
solidation step. 


Rate Increase Suspended 


to state public utility commission 
recently suspended a 13 per cent 
rate increase proposed by Peoples Nat- 
ural Gas Company, Pittsburgh, and or- 
dered an investigation to determine its 
fairness. 

The increase would raise bills of 226,- 
000 users in 13 western Pennsylvania 
counties an estimated $5,310,000 a year. 
Filed to become effective December Ist, 
the increase was held up for six months 
to next June Ist for public hearings, 
which the commission said it would start 
as soon as possible. 

The new request followed a $2,185,- 
000 increase which the commission ap- 
proved August 25th to become effective 
October 15th. 

The new rates would mean an in- 
crease of $1.75 a month for the average 
residential and commercial heating cus- 
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tomer, and a monthly increase of 57 
cents for the average general service 
customer, the company said. 


Gas Rate Raise Sought 


ANUFACTURERS LicHt & HEatT 
CoMPANY last month asked the 
state public utility commission for a $1,- 
735,874 rate increase to industrial con- 
sumers. It also asked for a $4,128,765 
boost to residential and commercial cus- 
tomers. The added revenue is needed to 
offset higher operating costs and provide 
money for a large construction program, 
it was said. 

Of the 226,000 domestic customers, 
some 23,000 are in Pittsburgh. The 
others are in Allegheny county—outside 
of Pittsburgh—and the following coun- 
ties: Adams, Beaver, Bedford, Butler, 
Clarion, Elk, Fayette, Franklin, Fulton, 
Greene, Jefferson, Lawrence, McKean, 
Mercer, Somerset, Venango, Warren, 
Washington, and Westmoreland. 

The company asked that the industrial 
increase go into effect December 8th and 
the residential boost the following day. 
It also asked that its increased valuation 
be considered and it be granted a return 
of 64 per cent on its investment. The 
company has added about $6,500,000 to 
its fair value since its last rate case, pri- 
marily in enlargement and improvement, 
according to its president. 


Manufacturers has spent $72,200,000 
in the last seven years, is investing an- 
other $16,200,000 this year, and faces 
the biggest building program in its his- 
tory next year. 


Fare Boost Granted 


HE Pittsburgh Railways Company 

was granted permission recently to 
raise its trolley and bus fares, ending a 
battle waged between the company and 
city officials for more than a year. 

The new rates, unanimously approved 
by the state public utility commission, 
include a 3-cent trolley fare increase, 
bringing the new charge to 20 cents, and 
a 2-cent bus fare boost, making the new 
rate 25 cents. 

The higher rates were expected to be- 
come effective before the end of Oc- 
tober. The city, however, may block the 
increases again by going into the state 
superior court, as it has done on numer- 
ous occasions in the past few years. 

C. D. Palmer, president of the com- 
pany, said the new rates would provide 
an estimated $2,500,000 in additional 
revenues, bringing annual net income 
after taxes to about $1,400,000. Earn- 
ings under the revised fare schedule 
would represent a return of 3.7 per cent 
compared with a return of less than 0.5 
per cent under the existing rates, Palmer 
noted. 


Virginia 


Seeks Authority to Revise Rates 


se Virginia Electric & Power Com- 
pany recently asked the state cor- 
poration commission for authority to 
revise its rates on a basis estimated to 
raise revenues slightly under 6 per cent. 
The company also proposed simplifica- 
tion of its rate structure by combining 
its present 64 retail schedules into nine. 
Wholesale rates to rural electric co- 
operatives would remain unchanged. 
The proposed change would take ef- 
fect January Ist. If the new rates had 
been in effect during the twelve months 
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ended June 30th, the company said, 
gross revenues would have been in- 
creased about $4,800,000 and net income 
about $2,200,000. 

President Jack G. Holtzclaw said the 
increase was the first one the company 
had asked in thirty years and is neces- 
sary to meet rising costs of fuel, ma- 
terials, labor, and taxes. 

The proposed schedule would raise 
rates for customers using over 70 kilo- 
watt hours a month. For customers be- 
low that level, bills would remain un- 
changed or be slightly reduced. 
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Rate Base Claims Modified and Depreciation Rate 
Set Lower Than for Tax Purposes 


, ee ~ gas rate increase, proposed 
to offset the increased cost of 
natural gas purchased from pipeline sup- 
pliers, was denied by the Indiana com- 
mission. No findings were made as to the 
return which the company was entitled 
to earn, but figures indicated that present 
rates would yield a return of slightly 
more than 6 per cent. 

These rates were deemed sufficient to 
assure confidence in the financial sound- 
ness of the company. It was observed that 
the investment in the company has been 
safe, its return has been certain, and it 
has been able to raise large amounts of 
additional capital, including common 
stock capital. 

The “yardstick” adopted in determin- 
ing the reasonableness of rates was the 
fair value of the company’s property. The 
commission considered original cost, re- 
production cost at current prices, less de- 
preciation, and tax value as fixed by state 
and local authorities. 

The commission disallowed part of the 
company’s claim to cash working capital 
on the ground that it was covered ade- 
quately by tax accruals. It pointed out 
that these accruals are available for gen- 
eral corporate uses until needed to pay 
the tax bills. 

A depreciation rate of 2.2 per cent was 
considered fair and equitable and suffi- 
cient to recover the original cost of the 
property, less net salvage at retirement, 
over its service life span. Consideration 
was given to wear and tear, decay, action 
of the elements, inadequacy, obsolescence, 
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changes in the art, changes in demand, 
requirements of public authorities, and 
exhaustion of natural gas resources. 

Commissioner Tennis dissented on the 
ground that the determination of fair 
value was too low. He pointed out that 
the commission is bound to give real, and 
not merely passing, consideration to the 
present value of the property. In his opin- 
ion, the commission failed to recognize 
actual present price levels. 

He also objected to the reduction of 
the working capital allowance because of 
tax accruals. He believed that there was 
no justification for using an average bal- 
ance on hand from accrued taxes to 
satisfy working capital requirements. 
Such requirements must clearly be avail- 
able every month in the year. Yet the 
commission witness conceded that the 
amount of tax accruals rises and falls and 
in several months is far below the aver- 


Commissioner Tennis also took ex- 
ception to the majority’s refusal to allow 
a depreciation rate of 2.5 per cent, as al- 
lowed by the United States Treasury De- 
partment for Federal tax purposes. The 
majority refused to give effect to the 
potential exhaustion of natural gas. The 
2.5 per cent rate would work out to an 
average property life of forty years, not 
an unduly short period when the proven 
natural gas reserves are something less 
than twenty-five years. 

In two other natural gas rate cases, 
depreciation rates of 2.9 per cent and 2.7 
per cent had been allowed. Commissioner 
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Tennis believed there was no justifica- 
tion for so wide a disparity among com- 
panies having properties of similar 
characteristics and uses, and whose pipe- 


line suppliers obtain their natural gas 
from the same fields. Jndiana Gas & 
Water Co, No. 24002, September 3, 
1953. 


7 


Amortization of Abandoned Plant Allowed As Operating 
Expense and Plant Excluded from Rate Base 


P eyey: gas company found itself 
in the unenviable position of ask- 
ing for a rate increase and being ordered, 
by the Wisconsin commission, to reduce 
rates. After readjusting the company’s 
rate base and operating expenses, rates 
were fixed to yield a return of about 6.25 
per cent. 

The company, after converting from 
manufactured to natural gas, retired cer- 
tain gas production property which was 
no longer needed. Two problems were 
presented: (1) whether to include the 
unamortized balance of the retired prop- 
erty in the rate base, and (2) whether 
to allow annual amortization as an op- 
erating expense. Generally, property that 
has been abandoned and is not used or 
useful in business may not be included in 
a company’s rate base. However, court 
decisions indicate that consideration may 
be given to the question whether or not 
investors have been previously com- 
pensated for the risk of obsolescence. The 
commission, in disalk ving the un- 
amortized abandoned plant to be included 
in the rate base, observed that obsoles- 
cence had been considered as an item of 
cost in fixing depreciation rates for the 


company. It was also one of the risk fac- 
tors considered during past years in de- 
termining a reasonable rate of return, 

Although it would seem consistent to 
require that the annual amortization of 
the plant be disallowed as an operating 
expense, the commission ruled that the 
situation in this case was somewhat dif- 
ferent. Conversion to natural gas brought 
about the premature abandonment of a 
coke plant and in view of the fact that 
customer benefits in the form of reduced 
rates could be continued, annual amor- 
tization could reasonably be allowed as 
an operating expense. It was specifically 
stated that this ruling was made in the 
light of the circumstances of this case and 
should not be construed as a precedent 
‘in other cases. 

A sizable dent in the company’s op- 
erating expenses was made when an ex- 
cess profits tax paid in 1952 was disal- 
lowed. 

The commission pointed out that 
this tax had been extended only to 
December 31, 1953, and could not be con- 
sidered as a recurring expense in the 
future. Racine v. Wisconsin Nat. Gas Co. 
2-U-3842, 2-U-3876, August 4, 1953. 


e 


Demand Component Assigned to Interruptible Service 
For Natural Gas Rate Making 


TS California commission author- 
ized higher natural gas rates cal- 
culated to yield a return of 5.95 per cent. 
Since nearly two years will have elapsed 
from the beginning of the test period 
until the new rates may become effective, 
an allowance of .5 per cent was made for 
a decline in the rate of return. This allow- 
ance was made in view of the effect of 
inflation on expenses. 
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A controversy arose relative to the de- 
termination of the cost of service. Cost 
analyses were predicated upon the basic 
demand-commodity customer theory. 
Differences resulted from the manner in 
which engineers determined the demand 
and commodity function assignments and 
the allocations of costs to the several 
classes of service. 

The commission was asked to find that, 
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in determining the cost of service by 
classes, no demand component costs are 
properly assignable to interruptible serv- 
ice. It refused this request, saying that 
such a finding would have to be made on 
the assumption that the transmission sys- 
tem is designed to serve the estimated 
peak-day requirements of firm customers 
only and that no extra capacity is allowed 
for the interruptible load, This as- 
sumption could not be verified. 

The interruptible class is not curtailed 
every day in the year, but receives unin- 
terrupted service during much of the 
year. 

Furthermore, it is necessary for the 
company to contract for large volumes of 
out-of-state gas to insure future service. 
Incremental margins are available to the 
interruptible class until firm load growth 
absorbs them. Consequently the commis- 
sion concluded that a reasonable demand 


component should be assigned to inter- 
ruptible service. 

The company was allowed to substitute 
a permissive type of fuel oil clause in its 
rate schedule for its present mandatory 
type. The new clause will not require gas 
rates to change with oil prices when the 
change is not warranted. The commission 
believed it should not surrender its con- 
trol over rate levels to a mandatory auto- 
matic rate adjustment clause. 

The commission also approved a tariff 
provision including an adjustment of 
base rates for variations in the heat con- 
tent of gas. It also held that rates may be 
based upon customer cost in areas of dif- 
ferent population density, but that rapid 
subdivision of rural areas must be con- 
sidered in the application of tariffs. Re 
Southern Counties Gas Co. Decision No. 
man” Application No. 33341, July 14, 
1953. 


e 


Evidence on Depreciation Adjustments Properly Admitted 


HE Federal Power Commission af- 
firmed a ruling of a presiding ex- 


aminer that testimony and evidence 
relating to proposed adjustments of de- 
preciation reserves should be admitted in 
a rate case. The evidence, which the com- 
pany sought to be excluded, included a 
showing that in the period from 1945 
through 1951 the depreciation in produc- 
tion and transmission properties as 
recorded on the company’s books became 
deficient by about $6,000,000. 

Elimination of this evidence, said the 
commission, would remove the factual 
basis both for fixing the accrued deprecia- 
tion in the plant account and the annual 
amount for depreciation expense for the 
future, in the determination of the cost 
of service to establish prospective rates 
for the sale of gas. [he Federal commis- 
sion said: 


Questions concerning the adequacy 


e 


of annual charges for depreciation and 
of accrued depreciation are primarily 
questions of fact. Evidence which Ohio 
Fuel seeks to exclude shows, prima 
facie, that an extraordinary situation 
brought about by a program of recon- 
struction undertaken by Ohio Fuel re- 
sulted in the apparent dissipation of 
the company’s reasonable reserves for 
depreciation, The commission must 
know, on the basis of a full record, 
what the facts are if it is to deal ade- 
quately and effectively in providing re- 
serves for the retirement of all depreci- 
able property when the end of its useful 
life has heen reached and to fully pro- 
tect all segments of the public against 
the dissipation of property without 
maintaining and preserving adequate 
depreciation reserves. 


Re Ohio Fuel Gas Co. Docket Nos. G- 
1786, G-1965, September 8, 1953. 


Rules Revised Following Conversion to Natural Gas 


pe Southwest Gas Corporation’s re- 
quest for permission to revise its 


regulations following conversion from 
liquefied petroleum gas to natural gas was 
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approved by the California commission 
except in so far as the proposed revision 
might eliminate a restriction on the com- 
pany’s interruptible or nonfirm sales. 

Among the changes approved by the 
commission were the following: (i) The 
minimum deposit for domestic service 
was changed from $2.50 to $5 to reduce 
losses from uncollectible accounts. (2) 
The rate of interest on deposits was 
changed from 6 per cent to 4 per cent on 
the strength of the company’s claim that 
it could borrow money for less than 6 per 
cent and should not be required to pay a 
premium for the use of such funds, (3) 
The service reconnection charge was 
changed from $1 to $2. (4) The gas 
main extension rule was expanded 
to provide that a 100-foot extension 
would still be allowed for each bona fide 
applicant for service except space-heat- 
ing users, Extensions in excess of the 100 
feet would be made only upon receipt of 
an advance equal to the estimated cost of 
the excess with such advance being sub- 
ject to refund over a 10-year period. This 
extension rule also prescribed in detail 
the manner in which applicants could 
pool their free allowances. 

The story behind the proposed elimina- 
tion of the limit on interruptible gas sales 
is complicated but can be reduced to the 
following essentials: Pacific Gas and 
Electric had constructed a transmission 
line to serve its customers in central and 
northern California. Southwest obtained 
an order from the Federal Power Com- 
mission directing Pacific to supply gas to 
it, provided that Southwest adopt a rule 
limiting its service to customers receiv- 
ing no more than 25,000 cubic feet per 


day unless Pacific approved of an excep- 
tion. The rule further provided that if 
Pacific refused to grant an exception, 
Southwest could bring the matter to the 
commission. The net effect of this was 
that administration of the restriction was 
transferred from the Federal to the state 
commission. 

The company contended that the 
change “is imperative to prevent further 
unreasonable discrimination. It is neces- 
sary to applicant’s economic welfare. Ap- 
plicant is competent to administer the 
rule within its own service area, The 
management of the affairs of one utility 
by another is improper and discrimina- 
tory. The general public welfare will be 
served by a more equitable distribution 
of gas supplies in the state of California.” 

The commission held that the rule re- 
quiring approval of either Pacific or the 
commission for large volume service was 
necessary to prevent discrimination be- 
tween Pacific’s customers and other utili- 
ties and to protect Pacific’s service in 
central and northern California for 
which the pipeline was originally con- 


structed. 


Southwest’s contention that Pacific’s 
refusal to permit it to serve large volume 
interruptible users was a basis for chang- 
ing the restrictions was disallowed. 
Southwest, the commission said, could 
have appealed Pacific’s refusal to the 
commission but failed to do so. Until 
Southwest had exhausted its remedy 
under the rule, the commission could not 
consider the rule improper or discrimina- 
tory. Re Southwest Gas Corp. Decision 
No. 48595, Application No. 34061, May 
12, 1953. 


z 


Commission Lists Exemptions from Restrictions 
On New Gas Customers 


gathered information on which it would 
predicate regulations applicable to gas 
utilities operating in Michigan. 

The text of the restriction follows: 


HEN restrictions on new gas con- 

nections established by the Petro- 
leum Administration for Defense, a 
Federal agency, expired, the Michigan 
commission issued an order prohibiting 
gas companies from adding certain classes 
of customers. The commission’s purpose 
was to maintain the status quo while it 
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1. Until further action by this com- 
mission, no new customers shall be 
added without prior approval thereof, 
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except that gas may be supplied to new 
customers, using such natural gas for 
cooking, water heating, refrigeration, 
clothes drying, incineration, and in- 
cidental commercial purposes not to 
exceed 5,000 cubic feet per month. 

2. Application for authority to add 
new customers, not exempted by 
Paragraph 1, shall be made to this 
commission, reciting the specific 
grounds relied on to justify such au- 
thority. 


The restriction resulted in a rash of 
correspondence between the companies 
and the commission. The purpose of the 
letters was to advise the commission of 
commitments which the companies had 
made prior to the imposition of the re- 
striction. The connection dates of the 
proposed new services varied from the 
current month to October, 1955. As to 
connections to be made immediately, the 
commission ruled that, in view of prior 
commitments of the utilities and the im- 
mediate need of the customers, they 
should be authorized by an informal let- 
ter. 

New commercial and industrial cus- 
tomers using 500 thousand cubic feet per 
month or less were exempted from the 
restriction. The commission’s reasoning 
regarding these customers is apparent in 
this statement : 

After carefully reviewing the 


record of this utility in attaching new 
commercial and industrial business, we 


e 


Other Important Rulings 


Te Massachusetts Supreme Judi- 
cial Court stayed proceedings to re- 
view a department order authorizing a 
gas company to acquire by eminent do- 
main lands needed for construction of a 
pipeline where the court’s decision rested 
upon the pending determination of the 
Federal Power Commission in regard to 
the company’s certificate of convenience 
and necessity. Tatten v. Department of 
Public Utilities, 113 NE2d 826. 


The United States Court of Appeals 
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are of the opinion that public con- 
venience and necessity require service 
to customers representing small com- 
mercial and industrial establishments 
that go to make up the very heart of 
the business economy of Michigan 
communities served with natural gas. 
It is not the desire of the commission 
to create a situation in which the utili- 
ties and the commission will be in- 
volved in a mass of detail with the 
consequent delay and inconvenience to 
prospective customers. 


The commission also exempted larger 
commercial and industrial customers for 
whom commitments were made prior to 
the imposition of the restriction, pro- 
vided that such customers expected to 
use the service prior to September 1, 
1954. 

General commitments to customers 
who did not expect to use the service 
in the near future were not recognized 
unless there was a specific showing that 
some commitments had been made by the 
customer as well as by the utility and 
that it was necessary for the customer to 
have a firm assurance of the gas supply 
in order that its plans might be effec- 
tively carried out. Re Investigation of 
Gas Supply and Requirements of Public 
Utilities Selling Natural Gas, D-3842- 
53.7, August 11, 1953; D-3842-53.9, 
D-3842-53.10, September 9, 1953; 
D-3842-53.11, D-3842-53.12, September 
15, 1953. 


held that a natural gas company’s action 
against a pipeline company for damages, 
claimed to have resulted from the lat- 
ter’s failure or refusal to transport gas 
at reasonable rates, was barred by the 
state statute of limitations where the ac- 
tion was commenced approximately ten 
years after the claimed damages oc- 
curred, in view of the fact that the Fed- 
eral statutes under which the action was 
brought had no applicable statute of 
limitations. McClellan et al. v. Mon- 
tana-Dakota Utilities Co. 204 F2d 166. 
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The Michigan Supreme Court upset 
a lower court restraint on a gas com- 
pany’s application to the commission to 
fix rates in a municipality, despite a de- 
cision upholding a previous injunction 
enjoining an application for higher rates 
because of the company’s failure to try 
to reach an agreement with the munici- 
pality, as required by the company’s 
franchise, where the company had sub- 
sequently endeavored unsuccessfully to 
reach such an agreement. Michigan 
Consol. Gas Co. v. Holbrook et al. 59 
NWe2d 257. 


A holding company was authorized by 
the New York commission to acquire a 
gas company serving an area adjoining 
the service area of a subsidiary where 
there was a prospect of eventual integra- 
tion into a single company, where the 


affiliation would permit interconnections, 
and where the area would enjoy a more 
uniform and higher quality of gas and 
the benefits, during peak periods, of 
highly developed storage fields of affili- 
ates. Re National Fuel Gas Co. Case 
No. 16292, July 2, 1953. 


A court decision setting aside a com- 
mission order dismissing a motor car- 
rier’s petition for authority to transfer 
its certificate and reinstating such peti- 
tion was valid, said the Indiana Supreme 
Court, but that part of the decision or- 
dering the commission to grant the peti- 
tion and to approve the sale was void un- 
der constitutional provisions and the 
separation of powers of government. 
State ex rel. Public Service Commission 
v. Johnson Circuit Court, 112 NE2d 
429. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Boston Consolidated Gas Company 


et al. 


D.P.U. 10076, 10465 
September 2, 1953 


ETITIONS by gas companies for approval of proposed consoli- 
P dation and for authority to issue securities; granted. 


Consolidation, merger, and sale, § 6 — Duties of Commission — Related companies. 
1. The Department of Public Utilities should the more carefully review 
a proposal for the consolidation of gas companies when the parties are 
not bargaining at arm’s length because all of their capital stock is owned by 
a common parent, p. 66. 


Consolidation, merger, and sale, § 19 — Public interest. 

2. Consent should be given to a proposed consolidation of companies unless 
the Department can find some evidence that the public interest will be 
harmfully affected thereby, p. 67. 

Consolidation, merger, and sale, § 68 — Evidence — Uncontradicted testimony. 
3. The Department of Public Utilities cannot go beyond the evidence to 
reach a conclusion as to the effect of a proposed consolidation on the public 
interest, but the Department must accept as accurate sworn uncontradicted 
testimony of competent witnesses unless it is clearly contrary to the Depart- 
ment’s own observations and experience, p. 67. 

Consolidation, merger, and sale, § 19 — Public interest — Interests of stockholders. 
4. The Department of Public Utilities, in passing upon an application for 
approval of a consolidation of gas companies, is not called on to protect 


the interests of the stockholders of a parent as members of the public, 
p. 69. 


Consolidation, merger, and sale, § 22 — Grounds for approval — Benefit to gas 
users — Return. 

5. A consolidation of affiliated companies should be approved as a benefit 
to the users of gas when it appears that, with the introduction of natural 
gas to the area, new financing will be required and that the parent would 
be entitled to a higher rate of return on securities of one of the companies 
if it remains as a separate and relatively small company instead of being 
merged with the other company, which is large and financially stable, 
p. 69. 


Consolidation, merger, and sale, § 62 — Questions considered — Federal jurisdic- 
tion. 

6. The Department of Public Utilities, in passing upon an application for 

approval of a consolidation of gas companies which are to receive natural 

gas from a company, authorized by the Federal Power Commission to extend 

service into the area, need not determine whether one of the companies, 
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formerly supplying gas to the other company, would become subject to the 
Federal Natural Gas Act in the event that the application is not approved, 
if the Department finds nothing in the proposal detrimental to the public 


interest, p. 69. 


APPEARANCES: Robert H. Holt, for 
Boston Consolidated Gas Company 
and Old Colony Gas Company; Alex- 
ander B. Finger, City Solicitor, for 
city of Chelsea; Edward N. Gadsby, 
Counsel, for Department. 


By the DEPARTMENT: 

[1] Pursuant to the provisions of 
Chap 164 of the General Laws (Ter. 
Ed.), as amended, a joint petition 
was filed with the Department by Bos- 
ton Consolidated Gas Company and 
Old Colony Gas Company requesting 
approval of the Department to consoli- 
date by purchase and sale of assets in 
accordance with the terms of an agree- 
ment, a certified copy of which is filed 
with the petition. This petition was 
docketed in D.P.U 10076. Approval 
is also requested therein by Boston 
Consolidated Gas Company for the is- 
suance of 13,500 shares of additional 
common capital stock of the par value 
of $100 per share, to be exchanged on 
an equivalent basis for the entire out- 
standing common and preferred stock 
of Old Colony Gas Company. Cer- 
tified copies of the votes of the stock- 
holders of the Boston Consolidated 
Gas Company authorizing the pur- 
chase of the assets of Old Colony and 
the issuance of the shares of additional 
capital stock to be exchanged for Old 
Colony stock and of the Old Colony 
Gas Company authorizing the sale of 
its assets to Boston Consolidated Gas 
Company are attached to the petition. 
All of the capital stock of the two 
companies is owned by Eastern Gas 
and Fuel Associates, a Massachusetts 
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voluntary association. Since the par- 
ties are thus not bargaining at arm’s 
length, we feel we should the more 
carefully review the proposal from the 
standpoint of the public interest. 
Public hearings were held on the 
joint petition on May 22, and Septem- 
ber 15, 1952. At the request of the 
petitioner, this matter was reopened 
for the purpose of hearing additional 
evidence, and additional evidence was 
so presented at hearings on April 9 
and May 14, 1953. There was no ap- 
pearance in opposition at any hearing, 
the city of Chelsea merely appearing 
in order to protect its interests which 
we find are not affected by our orders 


’ herein. 


Boston Consolidated Gas Company 
serves approximately 314,000 custom- 
ers’ meters in the cities of Boston, 
Chelsea, Newton, Quincy, Somerville, 
and Waltham and in the towns of 
Acton, Ayer, Bedford, Brookline, 
Concord, Groton, Lincoln, Littleton, 
Milton, Sudbury, Watertown, Way- 
land, Wellesley, and Weston. The 
company also serves approximately 
6,600 electric customer’s meters in the 
Charlestown District of Boston. It 
has outstanding 316,776 shares of 
$100 par value common capital stock 
or an aggregate par value of $31,677,- 
600. Premiums paid in thereon total 
$640,068.62. At December 31, 1952, 
outstanding debt totaled $11,150,000, 
all owed to Eastern Gas and Fuel, 
which was represented by a $9,000,000 
20-year note payable, due in 1956, 
and $2,150,000 in short-term notes 
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payable. As of the same date the 
gas and electric plant investment of 
the company was reported at $56,- 
607,744 with a depreciation reserve 
accrued thereon of $13,027,081. 

Old Colony Gas Company serves 
approximately 20,200 customers’ 
meters in the towns of Abington, 
Braintree, Cohasset, Hingham, Hull, 
Rockland, Weymouth, and Whitman. 
Common stock of the company in the 
aggregate par value of $995,500 and 
preferred stock in the aggregate par 
value of $354,000 is outstanding. 
Nineteen-year notes due in 1956 in the 
amount of $590,000 and short-term 
notes in the amount of $440,000 were 
reported outstanding and owed to its 
parent, the Eastern Company, on De- 
cember 31, 1952. The gas plant in- 
vestment at the same date was $3,- 
671,537 and the depreciation reserve 
accrued thereon was reported at $1,- 
112,062. The Old Colony has for a 
number of years purchased its gas sup- 
ply in bulk from the Boston Company 
and has no gas production facilities. 
Its territory is adjacent to that of the 
Boston Company. 

[2, 3] Mergers and consolidations 
of gas companies are authorized by 
§ 96 of Chap 164 of the General Laws. 
Under this section, two such compa- 
nies may merge as contemplated in the 
instant proceedings, provided “‘that the 
Department, after notice and a public 
hearing, has determined that such pur- 
chase and sale or consolidation or 
merger, and the terms thereof, are 
consistent with the public interest.” In 
Re Western Massachusetts Electric 
Co. D.P.U. 5834, 40 PUR NS 54, 
57, 58, we said, in construing this 
statute, that: 

“The only duty now incumbent upon 
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the Department is to determine wheth- 
er the consolidation, and the terms 
thereof are consistent with the pub- 
lic interest. We are not directed to 
decide whether the public convenience 
or public necessity require or justify 
the consolidation. Utility 
companies are charged with the duty 
of operating efficiently and economi- 
cally, therefore, they should not be 
precluded from the performance of 
that duty simply because of a general 
but unfounded opposition to consoli- 
dations.” 

Similar statutes have received simi- 
lar construction in other jurisdictions. 
It is universally held that a stat- 
ute requiring a finding that a given 
transaction is consistent with the pub- 
lic interest is satisfied by a showing 
that there is nothing in the proposed 
transaction which is inimical to the 
public interest. Pacific Power & Light 
Co. v. Federal Power Commission 
(CCA 9th 1940) 34 PUR NS 153, 
111 F2d 1014; Electric Pub. Utilities 
Co. v. Public Service Commission, 154 
Md 445, PUR1928C 3, 140 Atl 840; 
Northern Pennsylvania Power Co. v. 
Public Utility Commission (1939) 
333 Pa 265, 27 PUR NS 233, 5 A2d 
133; Re Milwaukee Gas Light Co. 
(Wis 1946) 63 PUR NS 158; Re 
Northwestern Electric Co. (1946) 5 
FPC 312, 67 PUR NS 1. We are 
convinced that it is our clear duty to 
give our consent to the proposed con- 
solidation, therefore, unless we can 
find some evidence that the public in- 
terest will be harmfully affected there- 
by. We do not believe we can go 
beyond the evidence to reach such con- 
clusion. We think that we must ac- 
cept as accurate sworn uncontradicted 
testimony of competent witnesses un- 
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less it is clearly contrary to our own 
observations and experience. 

The proposed consolidation will not 
increase the aggregate outstanding se- 
curities, either debt or equity, of the 
consolidated companies, G. L., Chap 
164, § 99. 

Boston and Old Colony expect to 
receive natural gas from the Algonquin 
Gas Transmission Company in the 
very near future and petitioners claim 
it is principally because of the problems 
arising thereunder that the companies 
entered into the agreement to merge. 
As we have stated, Boston now sup- 
plies Old Colony its entire gas require- 
ments and Old Colony has no standby 
generating facilities and very limited 
storage facilities. Petitioners claim 
that for Boston to continue to supply 
Old Colony with gas after natural 
gas is available would subject Bos- 
ton to the Natural Gas Act and 
the regulations of the Federal Pow- 
er Commission, with the addition- 
al accounting requirements, particular- 
ly relating to an “original cost” study. 
Boston is understandably reluctant to 
contemplate this possibility. Conse- 
quently, the petitioners claim that Old 
Colony must either (1) divorce it- 
self from Boston’s supply and add to 
its plant investment substantial costly 
standby and peak shaving equipment or 
(2) consummate the proposed merger. 

It was further testified that the 
merger would enable Boston to co- 
ordinate its facilities with those of Old 
Colony for maximum utilization of 
natural gas in both areas and that the 
supply of natural gas to the merged 
system at Braintree, in Old Colony 
territory, will give Boston a third 
point for receipt of natural gas to back 
up future demands in the Quincy-Mil- 
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ton area, the area of Boston’s largest 
growth. 

There was evidence differing in 
some respects as between the officials 
of the companies and the independ- 
ent expert testifying on behalf of 
the petitioners as to the effect upon 
the plant accounts of the two petition- 
ers of the introduction of natural gas. 
Mr. Eacker, on behalf of Boston, testi- 
fied that, unless Old Colony is merged 
with Boston, it will be required to in- 
vest about $990,000 more in plant than 
would be necessary were it to operate 
as a division of Boston. This would 
entail annual carrying charges of 
about $80,000. He also stated that 
Boston would, in such event, be re- 
quired to pay about $56,000 more in 
annual charges on its own additional 
investment so _ necessitated. Mr. 
Davis, a reputable and qualified expert 
in the field, testified that, in his opin- 
ion, Old Colony would be obliged to 
make new additional capital investment 
of about $923,000 to accommodate 
natural gas, if it is to operate as an in- 
dependent unit. Other officials of Bos- 
ton testified that the comparable fig- 
ure for additional investment by Old 
Colony on a merged basis would be 
$567,000. There is substantial 
basis for reconciling these estimates 
since they appear to be based on dif- 
ferent assumptions. As we see it, 
however, it is not necessary for us to 
decide which estimate is correct so long 
as it is so apparent that there is go- 
ing to be a substantial difference in 
the capital required for new construc- 
tion in one case as against the other. 

It is petitioners’ contention which 
has support in the record that, assum- 
ing the same rate of return on invested 
funds for both companies and that Old 
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Colony were to pay its fair proportion 
of all expense on the same basis as any 
other distributing utility, the cost to 
Old Colony of serving straight nat- 
ural gas on a pro forma basis would be 
substantially the same as that of Bos- 
ton for serving the mixed gas which 
it contemplates distributing. In other 
words, if Old Colony is not merged 
with Boston, but continues as a sepa- 
rate distributing utility, the cost of 
supplying its customers when natural 
gas is introduced will be about the 
same as Boston’s. This evidence, we 
hasten to add, is applicable only to the 
particular cost situation in this terri- 
tory, and doubtless would not obtain 
where the cost factors are different. 
Consequently, we see no reasonable 
prospect of introducing rates in that 
event for Old Colony territory which 
would be substantially less than those 
which would be proper for Boston’s 
territory. 

[4, 5] Weare similarly convinced 
that Old Colony customers will receive 
substantial benefit from the merger in 
connection with the new financing 
which will be required when it receives 
natural gas. On any aspect of the 
testimony, it will be forced to raise a 
relatively large amount of new money 
in that event. It is doubtless true that 
its parent, Eastern Gas, will be under 
an obligation to furnish such funds, 
but the testimony is clear that East- 
ern can insist upon a very much higher 
capital cost if Old Colony is a separate 
and relatively small company than it 
could if Old Colony were a part of 
the very large and financially stable 
3oston Consolidated Gas. We do not 
concur with petitioners in their argu- 
ment that we are called on to protect 
the interests of the stockholders of 
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Eastern Gas and Fuel as members of 
the public, but we are convinced that 
the law demands that the holders of 
the securities of Old Colony, no matter 
who they are, are entitled to the pro- 
tection implicit in the rule of the Hope 
Natural Gas Case (1944) 320 US 
591, 88 L ed 333, 51 PUR NS 193, 
64 S Ct 281. If Eastern would be 
entitled to a higher rate of return 
on Old Colony securities than it would 
be on Boston’s securities, we believe 
that it is to the benefit of the users 
of gas in Old Colony territory to 
permit the merger, and it is not nec- 
essary for us to find that Eastern’s 
stockholders are a portion of the pub- 
lic whose interests we may consider 
on this application. 

[6] We do not overlook the argu- 
ment so earnestly advanced by peti- 
tioners that Boston would become sub- 
ject to the Federal Natural Gas Act in 
the event we do not approve this appli- 
cation. We consider it unnecessary to 
determine this question, since we find 
nothing in the record detrimental to 
the public interest in the proposal. 

Subsequent to the hearings in 
D.P.U. 10076 and on March 31, 1953, 

3oston Consolidated Gas Company 
filed with the Department a petition 
for review and determination by the 
Department of the charges to be paid 
by Old Colony for gas to be purchased 
by the latter on and after July 1, 1953, 
which was docketed as D.P.U. 10465. 
At the hearing in this matter, the evi- 
dence in connection with which was 
consolidated by agreement with the 
evidence in D.P.U. 10076, it was 
agreed by counsel for the petitioners 
that, if the Department were to ap- 
prove the proposed merger and con- 
solidation in D.P.U. 10076, it would 
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be unnecessary to enter an order in 
D.P.U. 10465. In view of the order 
which we are entering in the merger 
proceedings, therefore, we find that the 
questions raised in D.P.U. 10465 have 
become moot, and the petition should 
be dismissed. 

The petitioners filed seven requests 
for rulings of law in D.P.U. 10076, 
waiving the 10-day limitation con- 
tained in § 5 of Chap 25 of the General 
Laws. We grant such Requests Nos. 
1, 3, 4, 5, 6, and 7. We deny their 
Request No. 2. 

Accordingly, after due notice, pub- 
lic hearing, and consideration, the De- 
partment hereby 

Determines: That the sale by Old 
Colony Gas Company and the purchase 
by Boston Consolidated Gas Company 
of the assets of Old Colony Gas Com- 
pany and the terms thereof as set forth 
in the agreement for consolidation by 
purchase and sale dated April 22, 1952, 
signed by the respective corporations 
and annexed to petition dated April 24, 
1952, and filed with the Department 
on the same date, are consistent with 
the public interest; and 

Votes: That the petition of the 
Boston Consolidated Gas Company 
for the approval of the issue by it of 
13,500 shares of its capital stock of the 
par value of $100 per share and the ag- 
gregate par value of $1,350,000 un- 
der the provisions of §§14 and 99 
of Chap 164 of the General Laws to 
be offered to its stockholders at a price 
of not less than par, as determined by 
its directors, is reasonably necessary 
for the purpose for which such issue of 
stock has been authorized; and it is 

Ordered: That the Department 
hereby approves and authorizes the is- 
sue by Boston Consolidated Gas Com- 


pany, in conformity with all the provi- 
sions of law relating thereto, of 13,500 
shares of its common capital stock to 
be offered to its stockholders at a 
price of not less than $1,350,000, the 
proceeds of said issue and sale to be 
applied to the purchase of all the prop- 
erties and assets of Old Colony Gas 
Company as provided in agreement 
between the two companies dated April 
22, 1952, and to no other purpose ; and 
it is further 

Ordered: That Boston Consolidated 
Gas Company be and hereby is author- 
ized to serve the towns of Abington, 
Braintree, Cohasset, Hingham, Hull, 
Rockland, Weymouth, and Whitman 
with gas and to have and enjoy all the 
powers, rights, locations, licenses, 
privileges, and franchises, subject to 
all the duties, liabilities, and restric- 
tions formerly had and enjoyed by 
Old Colony Gas Company in said 
towns and so far as they are applicable 
to Boston Consolidated Gas Company ; 
and it is further 

Ordered: That upon the comple- 
tion of said purchase and sale, Old 
Colony Gas Company be and hereby 
is authorized to cease to render further 
service under its charter; and it is 
further 

Ordered: That Boston Consolidated 
Gas Company, upon completion of said 
purchase of the assets of Old Colony 
Gas Company, shall keep its books of 
account and records for a period of at 
least two years after the advent and use 
of natural gas, so that all the entries 
may be identified with the companies 
as they were before the consolidation, 
except that subject at all times to the 
approval of the Department, reason- 
able and proper allocations may be 
made whenever necessary. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Wisconsin Southern Gas Company 


2-U-4000 
August 7, 1953; modified August 11, 1953 


PPLICATION by gas company for authority to increase rates; 
d \ denied except to extent necessary to cover increased cost of 
purchased gas. 


Valuation, § 202 — Rate base — Unamortized cost of abandoned plant. 
1. The unamortized cost of a gas company’s production plant, abandoned 
with the introduction of natural gas, will not be allowed as part of the 
rate base, p. 73. 


Expenses, §35 — Amortization of abandoned gas plant. 
2. The annual amortization of the cost of a gas production plant abandoned 
with the introduction of natural gas may be recognized as an operating 
expense, notwithstanding the exclusion of the unamortized balance from 
the rate base, p. 73. 


Valuation, § 299.1 — Working capital allowance — Tax accruals. 
3. Consideration was given, in computing the working capital allowance of 
a gas company, to the fact that about 75 per cent of the funds accrued for 
income taxes was available at all times to meet the company’s cash require- 
ments, p. 73. 


Return, § 92 — Gas. 


4. A return of 6.3 per cent on the average rate base of a gas company was 
found to be reasonable, p. 73. 


Return, § 26 — Cost of capital — Amortization of debt. 
5. It is not the function of the rate of return to provide cash for debt amor- 
tization, since this would require consumers to share in the capital cost of 
the enterprise without participating in the earnings and would violate the 
fundamental concepts of regulation, p. 73. 


Rates, § 146 — Increased gas costs. 
6. A gas company’s request for a flat increase to offset increased wholesale 
costs was approved, p. 75. 


Reparation, § 43.1 — Benefit to consumers — Gas rate order. 
7. A provision was attached to a Commission order, granting a limited 
increase in rates to a gas company to offset the increased cost of purchased 
natural gas, which provision stated that if the company received any refund 
(resulting from the increase in the wholesale rate), that portion of the re- 
fund applicable to the period subsequent to the effective date of the order 
should be passed along ratably to its customers, p. 75. 


* 
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By the Commission: The Wiscon- 
sin Southern Gas Company, Lake 
Geneva, Walworth county, on March 
26, 1953, filed an application with the 
Commission for authority to increase 
rates. Application granted in part. 

The Commission, on April 1, 1953, 
issued a notice of investigation and 
hearing and assessment of costs. 


APPEARANCES: Wisconsin South- 
ern Gas Company, by K. D. Knob- 
lock, President, and L. H. Schuetz, 
Vice President and Secretary, Glen H. 
Bell, Attorney, Madison. 

In opposition: City of Burlington, 
by Stanley Kelly, City Attorney, Bur- 
lington (later changed to as its inter- 
ests may appear). Of the Commis- 
sion staff: E. M. Downey, rates and 
research department. 


Findings of Evidentiary Fact 


Applicant supplies natural gas serv- 
ice in Burlington, Delavan, Elkhorn, 
Lake Geneva, and a number of small- 
er communities in southeastern Wis- 
consin. The requested increase in 
rates involved a schedule of proposed 
rates designed to increase gross reve- 
nues $77,760, based on added costs set 
forth in company exhibits and also 
a separate added charge of .2 cent a 
hundred cubic feet added to each 
block of all of the proposed rates, the 
latter to cover the increase in rates of 
Natural Gas Pipeline Company of 
America effective April 1, 1953, 
which increase in costs was not re- 
flected in company exhibits. This 
latter increase, it is proposed, would 
be subject to refund to the extent that 
any refund of the April 1, 1953, 
wholesale rate increase would be made 
to the company by the Natural Gas 
Pipeline Company of America. The 
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proposed increase of $77,760 is denied 
in full. The proposed additional in- 
crease in rates of .2 cent a hundred 
cubic feet due to the increase in the 
wholesale rate, amounting to approxi- 
mately $19,350 will be granted sub- 
ject to possible refund in whole or in 
part. 


Earnings 

The Commission in docket 2—U- 
3714 authorized increased rates for 
the applicant on April 29, 1952. The 
1952 report therefore reflects the ef- 
fect of the present rates for only seven 
months of 1952. The following table 
presented by applicant in Exhibit 3 
shows 1952 earnings as reported, and 
1953 earnings (a full year under pres- 
ent rates) as anticipated both before 
and after the proposed general rate 
increase (not including the increased 
wholesale rate nor the .2 cent a hun- 


‘dred cubic feet proposed to offset this 


increased cost): [See table on p. 73.] 

The contemplated increased costs in 
1953 appear to be reasonable. The 
increase in production cost reflects 
mainly the cost of additional gas. The 
increase in administrative and general 
costs results mainly from higher in- 
surance costs. Increases in other op- 
erating costs reflect additional wages. 
Increased income taxes reflect the 
higher anticipated earnings under the 
proposed rates. 

In analyzing the company’s exhib- 
its it was found that 1953 anticipated 
revenues had erroneously been under- 
stated by at least $23,000. Adjust- 
ment for this error would increase 
1953 gross revenues under present 
rates in the above table by $23,000 
and this adjustment would increase 
net operating income by about $10,- 
400, from $142,388 to $152,788. 

















RE WISCONSIN SOUTHERN GAS CO. 


Year ending Year ending 


Dec. 31, 1953 Dec. 31, 1953 
Year ended with with 
Dec. 31, 1952 present rates proposed rates 
I DONE, 6 oc i cccccincec ern sinecens $891,228 $1,008,604 $1,086,364 
II PIII 5 oo os. ccc ceccvaeincense 179,065 217,739 217,739 
Transmission & distribution ................ 108,802 129,890 129,890 
I I ao os nceen.wad Netnnse wae 65,141 80,857 80,857 
PE IN 55 sss cda hha vucsamcs cranes 38,921 41,008 41,008 
Administrative and general ................. 102,774 135,660 135,660 
ee re ne rr 74,139 79,592 79,592 
Amortization of utility plant acquisition ad- 

RE ee ae eer ee 2,816 2,816 2,816 
IE oisiccatacscncceswentn anaes 5,496 5,496 5,496 
Wet TAINED ogni ccs ccicwins ccnesdscs 56,966 62,756 62,852 
ROI vos ovincncassiateacigsceaeen wen 112,200 110,402 152,977 

SII 15 cil Sipnetruielan were weg Dak KS $746,320 $866,216 $908,887 
ak GION TOUT « «6 aos ceciacinccccnsovns $144,908 $142,388 $177,477 


Rate Base 
[1,2] The following average rate 
base was presented by applicant in 
Exhibit 5: 
Utility plant in service (average) $3,086,732 
Less depreciation re- 
serve (average) . $579,147 


Less customer contribu- 
tions (average) .... 120,914 


700,061 
$2,386,671 
$82,891 


75,644 





Add materials and sup- 
plies (1952) 

Add_ working capital 
(124 per cent) ..... 158,535 


$2,545,206 





Rate base 


The Commission feels that certain 
adjustments are warranted in the 
above rate base. Included in plant is 
$35,721 representing production plant 
abandoned with the introduction of 
natural gas. In fairness to all parties 
and under the particular circum- 
stances of this case, the annual amor- 
tization of this amount may be recog- 
nized as an operating expense, but 
the unamortized balance should be 
excluded from the rate base. (Wis- 
consin Natural Gas Company Case, 
Docket 2—U-3876, decided August 4, 
1953, 100 PUR NS ») 

[3,4] The allowance for working 
capital should recognize the fact that 
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about 75 per cent of the income tax, 
in this case amounting to about $80,- 
000, is available at all times and con- 
stitutes available working capital. 
These adjustments, amounting to 
$115,721, reduce the above rate base 
to $2,429,485 which is considered 
reasonable for this case. The indi- 
cated 1952 earnings of $152,788 
amount to approximately 6.3 per cent 
return which is considered reasonable. 
This agrees with the 6.3 per cent re- 
turn found reasonable in the April, 
1952, case. 


Cost of Capital 

[5] Applicant contends that it is in 
an unusual position financially and 
needs unusual consideration. It con- 
tends that the Commission should rec- 
ognize required earnings of $177,543 
determined as follows: 


Cash Requirements 


Dividends 7 per cent ............... $70,000 
Toterest oft DOMES .. ow... cece ccces 43,943 
Sinking fund on bonds ............. 42,000 
Interest Om MOLES ..... 2... cece ees 6,300 
Payment on serial notes ; 15,000 
Miscellaneous interest charges .... 300 

cc ee . $177,543 


Applicant submitted a brief pur- 
porting to support a rate of return de- 
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termined in this manner. The brief 
cited a number of court cases, includ- 
ing the Hope Natural Gas Company 
Case [(1944) 320 US 591, 88 L ed 
333, 51 PUR NS 193, 64 S Ct 281], 
none of which directly support this 
contention. The return allowed here- 
in is designed to attract such capital 
to the business as will enable the com- 
pany to finance future additions and 
continue to furnish reasonably ade- 
quate service to the public. Whether 
that return is sufficient to cover the 
amortization of debt depends upon the 
particular circumstances of each case. 
The amount of debt and the term of 
the amortization period would be ma- 
terial factors. While debt may prop- 
erly be amortized with cash generated 
within the business, it is not the func- 
tion of the rate of return to provide 
cash for the amortization of debt. To 
allow an additional return to cover the 
amortization of debt would, in effect, 
require consumers to share in the cap- 
ital cost of the enterprise without par- 
ticipating in the earnings thereof. It 
would violate the fundamental con- 
cepts of regulation. 

In the previous case involving this 
company, the Commission determined 
the cost of capital in the usual manner. 


Applying the same method in the 
present case results in the following: 


Bond interest ...... $44,060 
Note interest me os 6,300 

Amortization debt discount and ex- 
pense iS Sige 1,232 
(Debt service) $51,592 
Dividend on stock (7%) 70,000 

Adjustment for 70% dividend pay- 
ment a ira = —s 
Cost of capital ...... . $151,592 


Actual anticipated 1953 earnings of 
$152,788 are slightly in excess of the 
indicated cost of capital and indicate 
that the proposed rate increase is not 
warranted. On an average common 
stock equity of about $1,100,000 the 
earning would amount to about 9.2 
per cent (with common stock equity 
about 44 per cent of capitalization). 

The common stock of this utility is 


- wholly owned by Wisconsin Southern 


Gas and Appliance Corporation, the 
parent company. The primary inter- 
est of the holding company is the in- 
vestment in its subsidiary, the Wis- 
consin Southern Gas Company, as 
may be seen from the following com- 
parison of the balance sheet of sub- 
sidiary, applicant in this case, and a 
consolidated statement of the parent: 


DECEMBER 31, 1952 DATA 


ASSETS 
Consolidated Wis So. Gas 
statement (Subsidiary only) 

I ME sci acc sve saneveNicnne re enebee heen $3,046,313.82 $3,046,313.82 
Peers rer rr ee vl + is aes 
CI oo ei i aaa aie areca A 6,827.96 paces 
RR rie etre oa ete ak eval a ded asain 144,540.15 144,963.48 
Accounts receivable—util. ...... 2... cc cece sccccceee 68,878.67 66,514.22 
Accounts receivable—mdse. ..............--..20000- 5860685 ...... 
IA Reet eat Robs ne ad es akin eta ae ae we 41,269.96 37,600.00 
De CUD SE cc neeastarcscaetepinwnens 116,426.24 80,039.28 
sou ss Ncenehssascceeseeanneneen 19,404.52 19,404.52 
i ME: co. tens eee ankevetanseeeeone 106,414.16 66,838.96 

$3,732,632.55 $3,461,674.28 
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LIABILITIES 
BI oo. karan ncl mde dia aor marine waned alaaaAntwesinas $1,896,000.00 $1,466,000.00 
Notes and current obligations .....................- 78,812.26 LAG ink Ne § 
oe oS aia kos curmvarsciie Sian Saude s v8 49,725.84 41,753.03 
SE oi acece mivweeeuevsawasnesaanews 160,971.65 142,623.28 
CI EE cies kc cbceeabainsnwers Semoun . See Her 
oS remnant ners 6,309.50 4,926.65 
IE III, oo wincieciswninunnesinwks ooarenice 562,438.27 552,935.53 
I 8 oie cata witia VSiine ain ave awe 60,720.24 366.85 
Donations for construction .........sc.cccceccccess 111,414.18 111,414.18 
Be EE IID 6 os cicisansecaccnaseconsas  semepesenes 44,582.24 
ROE EO ET ee ere 630,860.00 1,000,000.00 
BE oka as tacecscarsieeses Renesas cerenens 162,763.41 97,072.52 
$3,732,632.55 $3,461,674.28 
INCOME ACCOUNT 

Ne I BOI oo 6c ckcducsinawcatos $899,227.66 $891,227.66 
Usslity GROTALINE CROCMBES qn... occ cc cc ccecccseeccss 748,007.24 746,320.05 
NN, cL askin edeseendenenenen $151,220.42 $144,907.61 
SE ss 2 ncn we aanincueen ene neorans 19,591.63 794.13 
I 6. 9.25 cet daapewsinensees $170,812.05 $145,701.74 

I I is 5 5 care c cea eer SAS Ra eGR $73,122.87 $49,033.05 
Amortization debt discount and expense ............ 3,887.04 1,232.11 
SE 5.55-<- 2k ba vee cee ces cree tei waneenones 186.00 186.00 
ME usd otusneegencemeeeeaaueden $77,195.91 $50,451.16 

PE I oi add vcudncannean<uacenssuswepeeaaeeie $93,616.14 $95,250.58 


On the basis of the above compari- 
son it may be concluded that the busi- 
ness of the holding company is pri- 
marily the business of the subsidiary. 
Furthermore, it is the plan of the hold- 
ing company to merge the two compa- 
nies according to the annual report of 
the holding company for 1952. 

It is therefore equitable to further 
test the reasonableness of the return 
on capitalization to be obtained on the 
basis of the consolidated picture. 

From the above balance sheet (con- 
solidated) the common stock equity 
(1952) amounted to $793,623.41. 
Total earnings were $170,812.05. 
Interest charges and amortization 
amounted to $77,195.91, leaving a re- 
turn of $93,616.14 for common stock 
equity or earnings of about 11.8 per 
cent. 

It is felt that on the complete show- 
ing above there is no need to grant 


further increased net revenues at this 
time. 


[6,7] In none of the applicant's 
exhibits was consideration given to 
the increased wholesale rate. The 
proposed adjustment of .2 cent a hun- 
dred cubic feet reasonably offsets this 
added cost and may be approved with 
the understanding that any refunds 
received by applicant will be refunded 
pro rata to the customers. 

The proposed change in extension 
rules appears reasonable and will be 
approved. 


Findings of Ultimate Fact 


The Commission finds: 


1. That the existing schedule of gas 
rates of Wisconsin Southern Gas 
Company are unreasonable because of 
inadequacy. 

2. That the average net book value 
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rate base for purposes of this case is 
$2,429,485. 

3. That the rates herein ordered 
will provide earnings of about 6.3 per 
cent on the above rate base and are 
reasonable and just. 

4. That refunds, if any, resulting 
from the recent increase in the whole- 
sale rate, made by the wholesaling 
company to applicant, should be 
passed along ratably to all customers 
served. 

5. That the proposed extension rule 
is reasonable. 


Conclusion of Law 


The Commission concludes : 

That it has authority under §§ 196.- 
03, 196.20, and 196.37, Statutes, to 
authorize the applicant to adopt rate 
and rule changes in accordance with 
the above findings of ultimate fact, and 
that such an order should be issued. 


ORDER 


orders: 

1. That applicant’s request for a 
general revision of rates amounting 
to $77,960 be and the same is hereby 
dismissed. 

2. That applicant’s request for a 
flat .2 cent increase a hundred cubic 
feet to offset increased wholesale 
rates is hereby approved. 

3. That in the event Wisconsin 
Southern Gas Company shall receive 
any refund (resulting from the recent 
increase in the wholesale rate) appli- 
cant shall pass along such refund to 
consumers in the following manner: 
The total dollars of refund shall be 
divided by the total hundred cubic 
feet sold during the period and the 
amount a hundred cubic feet so deter- 
mined shall then be refunded to all 


The Commission therefore 
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customers in proportion to the hun- 
dred cubic feet sold to each customer 
within the period covered by the re- 
fund from the wholesaling company. 

4. That applicant’s proposed ex- 
tension rule is hereby approved. 

5. That the above change as set 
forth in detail in Appendix A be made 
effective for service rendered on and 
after the first meter reading date fol- 
lowing the date of this order. 


APPENDIX 


Special Rider Applicable to All Rate 
Schedules 
$.002 per hundred cubic feet com- 
modity charge shall be added to each 
block of all of the rates. 


This rate is subject to refund in 
whole or in part in the event that a re- 
fund is received from the wholesaling 
company. Such refund shall be deter- 
mined in the following manner: 

The total dollars of refund shall be 
divided by the total hundred cubic feet 
sold during the period covered by the 
refund and the amount per hundred 
cubic feet so determined shall then be 
refunded to all customers in propor- 
tion to the hundred cubic feet sold to 
each customer within the period cov- 
ered by the refund from the wholesal- 
ing company. 


Extension Rule 

The company will extend its gas 
mains for any new customer and will 
figure the cost of such extension at 
$1.35 per foot. 

For any new customer connected, 
the company will install 100 feet of 
main or invest up to the amount of 
the estimated annual revenue figuring 
the cost at the footage cost given 
above. 











RE WISCONSIN SOUTHERN GAS CO. 


Any expenditure above the free 
limit shall be paid for, in advance, by 
the customer at the rate specified 
above. 

If additional customers are con- 
nected within five years the original 
contributors will be refunded on the 
basis of 100 feet being installed for 
each new customer or an amount 
equal to the revenues for each custom- 
er; however, no refund shall exceed 
the original contribution. 


Supplemental Order 


On August 7, 1953 [printed here- 
with], the Commission issued an order 
in the above docket granting a limited 
increase in rates to offset increased 
costs of purchased natural gas. In- 
cluded as part of said order was the 
following : 

“That in the event Wisconsin 
Southern Gas Company shall receive 
any refund (resulting from the recent 
increase in the wholesale rate) appli- 
cant shall pass along such refund to 
consumers in the following manner: 
The total dollars of refund shall be 
divided by the total hundred cubic feet 
sold during the period and the amount 
a hundred cubic feet so determined 
shall then be refunded to all customers 
in proportion to the hundred cubic feet 
sold to each customer within the pe- 
riod covered by the refund from the 
wholesaling company.” 

The foregoing provision would re- 
quire Wisconsin Southern Gas Com- 
pany to refund to its customers all the 


refund, if any, received from _ its 
wholesaler, Natural Gas Pipeline 
Company of America, even though 
part of such refund would be applica- 
ble to a period prior to the effective 
date of the rate increase authorized on 
August 7, 1953. It was not the Com- 
mission’s intention to cover the entire 
period but only the period subsequent 
to the effective date of the increased 
rates authorized on August 7, 1953. 
Accordingly provision 3 of the order 
of August 7, 1953, should be modi- 
fied. 


ORDER 


The Commission therefore orders: 

That provision 3 of its order of 
August 7, 1953 [printed herewith], be 
and the same is hereby modified to 
read as follows: 

That in the event Wisconsin South- 
ern Gas Company shall receive any 
refund (resulting from the recent in- 
crease in the wholesale rate) applicant 
shall pass along that portion of the 
refund applicable to the period subse- 
quent to the effective date of this or- 
der in the following manner: The to- 
tal dollars of the refund applicable to 
the period subsequent to the effective 
date of this order shall be divided by 
the total hundred cubic feet of gas sold 
during the same period and the 
amount a hundred cubic feet so deter- 
mined shall then be refunded to all 
customers in proportion to the hun- 
dred cubic feet of gas sold to each cus- 
tomer within said period. 
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MARYLAND COURT OF APPEALS 


Montgomery County 


Public Service Commission et al. 


No. 14 
— Md —, 98 A2d 15 
July 2, 1953 


CTION to set aside Commission order approving transfer of 
A subsidiaries’ assets, franchises, and other rights to par- 
ent gas company; orders of lower court sustaining demurrers 

affirmed. 


Appeal and Review, § 34 — Burden of proof on contestant. 
1. The party seeking to set aside a Commission order has the burden of 
proving the unreasonableness and unlawfulness thereof, since such orders 
are deemed prima facie correct, p. 80. 


Consolidation, merger, and sale, § 19 — Public detriment or benefit. 

2. The Commission, while it has a duty to see that no change in the opera- 
tion of public utilities should be made which would work to public detri- 
ment, has no right to insist that: the public be benefited as a condition to a 
change of ownership, p. 80. 

Consolidation, merger, and sale, § 6 — Power of Commission — Local consent. 
3. The Commission may approve a transfer of the assets of a gas corporation 
to its parent company without the consent of municipal authorities, not- 
withstanding a local law requiring a franchise from municipal authorities 
to install transmission lines on, above, or below the surface of highways, 
since the change of ownership does not necessitate new construction, new 
authority, or an extension of lines, works, or system, p. 81. 

Procedure, § 2 — Power of Commission to supply details. 
4. The details of procedure may be supplied by the Commission when it 
acts in a quasi-judicial capacity, since it has the right to make rules which 
are necessary to exercise the delegated powers conferred by the legislature, 
p. 82. 

Franchises, § 50 — Transfer — Determination as to rights. 


5. The Commission can approve the transfer of a subsidiary’s franchise 
rights to its parent company without making any determination of the exact 
scope and extent of those rights, p. 83. 


¥ 
APPEARANCES: David Macdonald, Rockville, on the brief), for appel- 


County Attorney, Rockville (John W. lant; Charles D. Harris, General 
Neumann, Assistant County Attorney, Counsel, Public Service Commission, 
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MONTGOMERY COUNTY v. P. S. C. 


Baltimore, for appellee Public Service 
Commission; Richard W. Emory, 
Baltimore (Venable, Baetjer & How- 
ard, Baltimore, and Kelley & Smith, 
Rockville, on the brief), for appellees 
Washington Gas Light Co. and others. 


Before Sobeloff, C. J., and Dela- 
plaine, Collins, Henderson, and Ham- 


mond, JJ. 


DELAPLAINE, J.: This proceeding 
originated in the Public Service Com- 
mission of Maryland on September 
18, 1952, on a joint application of 
Washington Gas Light Company, a 
corporation organized under the laws 
of the United States and engaged in 
the sale of gas in the District of 
Columbia, and its Maryland subsidi- 
aries, Washington Gas Light Com- 
pany of Maryland, Inc., and Prince 
George’s Gas Corporation. 

The subsidiaries asked the Commis- 
sion to approve their plans of liquida- 
tion and the transfer of all their assets, 
franchises, and other rights to the 
parent company. The parent compa- 
ny asked for authority (1) to exer- 
cise the rights and privileges, includ- 
ing the right to install and acquire 
extensions, under the franchises trans- 
ferred to it by the subsidiaries, and (2) 
to transport, distribute, and sell gas 
within Montgomery and _ Prince 
George’s counties and the following 
cities, towns, and villages: Chevy 
Chase—Section 4, Chevy Chase Vil- 
lage, Gaithersburg, Garrett Park, 
Kensington, Rockville, Somerset, 
Takoma Park, Bladensburg, Boule- 
vard Heights, Brentwood, Capi- 
tol Heights, Cheverly, College Park, 
Colmar Manor, Cottage City, District 
Heights, | Edmonston, Fairmont 
Heights, Forest Heights, Hyattsville, 


Landover Hills, Mt. Rainier, North 
Brentwood, Riverdale, Seat Pleasant, 
and University Park. 

Montgomery county, Maryland, a 
body corporate and politic, interven- 
ing in the proceeding, requested the 
Commission to define the scope and 
extent of the franchises. But on De- 
cember 1, 1952, the Commission, find- 
ing the plans of liquidation and trans- 
fers “lawful, reasonable, and proper 
and in the public interest,” gave the 
approval prayed for without making 
any determination of the scope and ex- 
tent of the franchises. The Commis- 
sion gave the following explanation 
of its procedure: 

“The published notice of the applica- 
tion and of the hearing to be held there- 
on made no reference to any request 
for a determination by the Commis- 
sion of the scope and extent of the 
franchises of any of the petitioners, 
and it is, therefore, the opinion of the 
Commission that it would not be 
proper in this proceeding for the Com- 
mission to pass upon that question 
which was not included in the original 
prayers in the petition filed with the 
Commission as aforesaid on Septem- 
ber 18, 1952, and assigned for hear- 
ing on October 20, 1952, by an order 
which in direct terms conditioned the 
assignment of the hearing on the pub- 
lication by the applicants of a copy of 
the order in newspapers published in 
Montgomery and Prince George’s 
counties, Maryland, showing the title 
of the proceeding and what it then in- 
volved, but making no reference to the 
question of determining the scope and 
extent of the franchises of any of the 
applicants. The Commission, there- 
fore, will not make a determination of 
that question.” 
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Montgomery county thereupon filed 
a bill of complaint against the Com- 
mission alleging that its order was 
unlawful and unreasonable and pray- 
ing that it be set aside. The orders 
of the Public Service Commission 
must be lawful and reasonable, and 
are subject to review by the courts. 
The Public Service Commission Law 
of Maryland provides that any cor- 
poration, association, person, or part- 
nership subject to any of the provi- 
sions of the statute, or other person 
or party in interest, including the peo- 
ple’s counsel, shall have the right to 
proceed in the courts to vacate, set 
aside, or have modified any order of 
the Commission on the grounds that 
such order is unreasonable or unlaw- 
ful. Code 1951, Art 78, §§ 16(d) 
and 74; Bosley v. Dorsey (1948) 191 
Md 229, 233, 76 PUR NS 238, 60 
A2d 691. 

Washington Gas Light Company 
and its two subsidiaries intervened in 
the case as defendants. These three 
corporations and the Commission de- 
murred to the bill, alleging that the 
order did not grant a certificate of au- 
thority to the Washington Gas Light 
Company to operate in Montgomery 
county, but merely authorized it to 
exercise franchises transferred to it 
“within the scope of authority of 
such franchises.” The court passed 
an order on March 27, 1953, sustain- 
ing the demurrers. 

The county then asked for leave to 
amend its bill for the purpose of pre- 
senting additional facts to establish 
that neither the Washington Gas 
Light Company nor either of its sub- 
sidiaries has the right to operate in 
the county without a franchise from 
the county council. It was stated that 
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the gas companies have had a long his- 
tory, during which several mergers 
have taken place and that in order to 
present all of the relevant facts it 
would be necessary to use the rules for 
discovery. However, on April 15, 
1953, the court, believing that the bill 
fully presented all questions that might 
be raised as to the lawfulness and rea- 
sonableness of the Commission’s order, 
refused to grant leave to amend and 
dismiss the bill. From the order sus- 
taining the demurrers and the order 
dismissing the bill, the county appealed 
to this court. 

[1] Decisions of the Public Service 
Commission are prima facie correct. 
On any appeal from an order of the 
Commission, the burden of proof is 
upon the party seeking to set aside the 
order to show by clear and satisfactory 
evidence that it is unreasonable or un- 
lawful. Code 1951, Art 78, § 78; 


‘Public Service Commission v. Byron, 


153 Md 464, 479, PUR1927E 286, 
138 Atl 404; Howard Sports Daily 
v. Public Service Commission (1941) 
179 Md 355, 364, 365, 38 PUR 
NS 197, 18 A2d 210; Bosley v. 
Quigley (1948) 189 Md 493, 511, 
73 PUR NS 511, 56 A2d 835; Hes- 
sey v. Capital Transit Co. (1949) 193 
Md 265, 270, 271, 80 PUR NS 513, 
66 A2d 787, 10 ALR2d 1114. 

[2] Moreover, as this court said in 
Electric Pub. Utilities Co. v. Public 
Service Commission, 154 Md 445, 
454, PUR1928C 3, 140 Atl 840, while 
it is one of the most important func- 
tions of the Public Service Commis- 
sion to prevent injury to the public in 
the clashing of private interests with 
the public good in the operation of 
public utilities, it is not the province 
of the Commission to insist that the 
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public shall be benefited as a condition 
to a change of ownership, but its duty 
is to see that no such change shall be 
made as would work to the public 
detriment. 

[3] The county contended (1) 
that the Washington Gas Light Com- 
pany, the foreign corporation, has no 
franchise to operate in the county; (2) 
that the Commission does not have the 
legal right to authorize the subsidiary 
corporations to transfer their assets to 
the parent company without the con- 
sent of the county council; and (3) 
that under the public local law, origi- 
nally enacted by the Maryland legis- 
lature in 1910, Laws 1910, Chap 484, 
and amended in 1912, Laws 1912, 
chaps 109, 790, and codified in Mont- 
gomery County Code 1950, § 65-10, 
the council is vested with authority to 
grant franchises to public utilities to 
use the highways of the county, and 
that no public utility has the right 
to install transmission lines on, above, 
or below the surface of these highways 
until it obtains a franchise from the 
council. 

The public local law, on which the 
county relied, reads as follows: 


“No franchise or right in relation to 
any highway, avenue, street, lane, or 
alley, either on, above or below the 
surface of the same, shall be granted 
by the county council until the follow- 
ing provisions shall have been com- 
plied with: (1) The application for 
such franchise or right shall be pub- 
lished by the applicant once a week 
for three successive weeks in two 
newspapers published in Montgomery 
county and having general circula- 
tion, setting forth the location, charac- 
ter, and extent of the franchise 
sought; (2) upon the first publication 


[6] 
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of said notice it shall be the duty of 
the county council to make diligent in- 
quiry as to the money value of the fran- 
chise or right asked to be granted, 
and the adequacy of the compensation 
proposed to be paid for it; (3) if 
any objection is made to the granting 
of the franchise asked by any person 
or persons interested therein, either as 
taxpayers or having property rights 
involved, and filed in writing with the 
clerk of the council, before the expira- 
tion of such notice, opportunity shall 
be granted and a time set for the hear- 
ing of such objections.” 

The county then cited § 60 of the 
Public Service Commission Law, Code 
1951, Art 78, § 60, which commands 
that no gas corporation or electrical 
corporation shall begin construction, 
or exercise any right or privilege un- 
der any franchise granted after April 
5, 1910, the date of passage of the act 
creating the Public Service Commis- 
sion, or make any extension of its 
lines, works, or system, without first 
having obtained the permission and 
approval of the Commission. The 
county relied particularly on the fol- 
lowing provision of §60: “Before 
such certificate shall be issued a cer- 
tified copy of the charter of such cor- 
poration shall be filed in the office of 
the Commission, together with a ver- 
ified statement of the president and 
secretary of the corporation, showing 
that it has received the required con- 
sent of the proper municipal author- 
ities.” 

The Maryland case on which the 
county principally relied was Crisfield 
v. Public Service Commission (1944) 
183 Md 179, 54 PUR NS 357, 36 
A2d 705. In that case the mayor and 
council of Crisfield applied to the Com- 
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168, 173, 174 NE 637, 640, wherein 


mission for approval of its plan to con- 
struct a municipal electric light plant 
and to sell electric current. The Com- 
mission, before deciding whether to 
grant a certificate of authority, deter- 
mined that the Eastern Shore Public 
Service Company had a perpetual fran- 
chise to operate in Crisfield. It made 
that determination because it was 
recognized that there should not be 
more than one electric light plant in 
Crisfield. 

That case is quite different from 
the case before us. It is true that, 
although the scope or extent of a fran- 
chise is a judicial question, the Com- 
mission, in deciding whether or not to 
grant authority to operate in a certain 
area, has the implied or incidental 
power to determine what kind of fran- 
chise. if any, is held by the utility al- 
ready in operation, and its decision is 
subject to judicial review. Commis- 
sioners of Cambridge v. Eastern Shore 
Pub. Service Co. (1949) 192 Md 333, 
64 A2d 151. But in the instant case 
the public service corporations made 
no application under § 60 for permis- 
sion (1) to begin any new construc- 
tion, or (2) to exercise any right or 
privilege under a new franchise, or (3) 
to make any extension of lines, works, 
or systems. The application was mere- 
ly for transfers of assets under § 64, 
which directs that no gas corporation 
or electrical corporation shall transfer 
its franchise, works, or system without 
the consent of the Commission. We 
hold that the Commission may approve 
a transfer of assets under § 64 with- 
out the consent of municipal authori- 
ties. 

The county also cited People ex 
rel. Chateaugay v. Public Service Com- 
mission, 255 NY 232, PUR1931B 
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Chief Judge Cardozo said: ‘Under 
this statute a consent presently oper- 
ative that the petitioner occupy the 
highway is a condition precedent to a 
certificate of approval. The existence 
of such a consent is a fact to be proved 
to the Commission just as much as 
any other fact conditioning its action.” 
In that case, however, the application 
was for permission to construct an 
electric light plant and to exercise 
rights and privileges of a new fran- 
chise. The application was not for a 
transfer of assets. Thus the New 
York court of appeals was considering 
the section of the New York statute, 
a counterpart of § 60 of the Maryland 
statute, that required the “consent of 
the proper municipal authorities.” 
[4] The county contended that if 
the two Maryland subsidiary corpora- 
tions transfer all their assets to Wash- 
ington Gas Light Company, the fran- 
chises, under the Corporation Law of 
Maryland, Code 1951, Art 23, § 61, 
will be surrendered. Whether that be 
the result or not, the Commission’s 
order now under attack makes no de- 
termination of the scope and extent of 
the franchises. Procedure before and 
by the Public Service Commission is 
governed largely by statute, and where 
the legislature prescribes the procedure 
for proceedings before the Commis- 
sion, this procedure must be followed. 
When the Commission acts in a capac- 
ity at least quasi-judicial, it should 
act under rules of procedure provided 
either by the legislature or by itself. H. 
FF. Wilcox Oil & Gas Co. v. State 
(1933) 162 Okla 89, 19 P2d 347, 86 
ALR 421. But, of course, the details 
of procedure may be supplied by the 
Commission under its power to make 











MONTGOMERY COUNTY vy. P. S. C. 


such rules not inconsistent with the 
law as are necessary to the exercise of 
the powers conferred upon it. Code 
1951, Art 78, §§ 15, 84. 

[5] The challenged order was in 
accordance with a practice of long 
standing. The Commission informed 
the court that the Washington Gas 
Light Company of Maryland, Inc., 
has been operating for many years 
without any objection from Montgom- 
ery county, and that the Commission 
approved transfers of its franchises in 
1936 and 1946. The Commission, 
after hearing testimony of officers of 
the utilities, decided to approve the 
transfer of whatever rights the sub- 
sidiaries may have under their fran- 
chises without making any determina- 
tion of the exact scope and extent of 
those rights. Under the statute, the 
Commission had the discretion to pass 
such an order. Section 64 provides 
that no gas corporation or electrical 
corporation shall transfer its franchise, 
works, or system without the consent 


of the Commission, and that the per- 
mission and approval of the Commis- 
sion to the transfer of a franchise shall 
not be construed to revive or validate 
any lapsed or invalid franchise or to 
enlarge or add to the powers and privi- 
leges contained in the grant of any 
franchise or to waive any forfeiture. 

The court below, in dismissing the 
bill, ordered that the dismissal was 
without any adjudication of any rights 
and privileges which the subsidiaries 
may have to transport, distribute, and 
sell gas within the county, or which the 
Washington Gas Light Company may 
acquire upon liquidation of the sub- 
sidiaries, and was without prejudice to 
the county to question and litigate 
those questions. 

As there is nothing in the bill and 
exhibits to show that the order of the 
Commission is unlawful or unreason- 
able, we will affirm the orders of the 
court below sustaining the demurrers 
and dismissing the bill. 

Orders affirmed, with costs. 





FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Re Jacksonville Gas Corporation 


Docket No. 3830-GU, Order No. 1922 
August 21, 1953 


PPLICATION by gas company for authority to increase mini- 
i \ mum monthly charges and to continue flat monthly rates for 
gas appliances; granted. 


Rates, § 381 — Gas — Competitive fuels. 


1. That a gas company does not have a monopoly but is in direct competi- 
tion, in so far as small consumers are concerned, with a municipal electric 
plant and also with butane gas dealers, and with kerosene and oil for heat- 
ing purposes, should be considered in fixing gas rates, p. 85. 
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Rates, § 271 


APPEARANCES: 


FLORIDA RAILROAD AND PUBLIC UTILITIES COMMISSION 


Rates, § 375 — Gas — Minimum charges. 


2. Proposed increases in minimum monthly charges, that would primarily 
affect standby consumers who usually use electricity and would allow the 
company to recover readiness-to-serve expenses, were considered reason- 
able, especially since the proposed increase would not bring in sufficient 
revenues to realize a 7 per cent return previously allowed, p. 85. 


Flat or metered service — Gas company. 

3. A gas company was authorized to continue flat rates to customers using 
appliances which used or consumed definite maximum quantities, rather than 
to convert to meters as previously ordered, because flat rates had a direct 
relation to the cost of production in furnishing service in level and constant 
quantities over long periods of time and these customers had bought appli- 
ances on the assumption that flat rates would continue and the company 
feared that nonpeak-load customers would be lost if service were metered, 
p. 86. 





> 


Elliott Adams, in the city of Jacksonville and is en- 


Jacksonville, for the applicant ; Lewis 
W. Petteway, General Counsel; Fred 
Pettijohn, Director, Accounting De- 
partment; P. M. Schuchart, Director, 
Public Utilities Department; Guyte 
P. McCord, Jr., Assistant General 
Counsel; and Harold Janes, Engineer, 
for the Commission’s staff and the 
public generally. 


By the Commission: Jacksonville 
Gas Corporation, a public utility with- 
in the meaning of that term as defined 
in Chap 366, Florida Statutes, filed its 
petition with this Commission seek- 
ing authority to modify its rates and 
charges for the sale of manufactured 
gas to consumers in the city of Jack- 
sonville and its environs by increas- 
ing the minimum monthly charge 
from one dollar for 200 cubic feet or 
less per month to $1.88 for 400 cubic 
feet or less per month. Applicant, by 
amendment to its petition, also seeks 
authority to continue flat rate unme- 
tered charges for gas furnished to cus- 
tomers for gas appliances such as re- 
frigerators and hot water heaters. 
The applicant is a Florida corpora- 
tion with its principal place of business 
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gaged in the production and sale of 
manufactured gas in said city and its 
environs. 


Minimum Monthly Rates 


By Order No. 1571, entered on 
December 2, 1949, in Docket No. 


‘1641, 82 PUR NS 67, this Commis- 


sion found that Jacksonville Gas Cor- 
poration should be allowed rates 
which would yield a rate of return of 
7 per cent on the reasonable value of 
said utility’s property used and useful 
in furnishing manufactured gas to its 
customers. We found that the rates 
and charges set forth in Appendix 8 
to said order would be just, reason- 
able, compensatory, and adequate to 
earn the operating and maintenance 
expenses of the utility, its deprecia- 
tion expense, taxes other than Federal 
income taxes, Federal income taxes, 
and a return of 7 per cent on the rea- 
sonable value of its property used and 
useful in furnishing manufactured gas 
to its customers. Such value, or rate 
base, was found by said order to be 
$2,973,903.60 as of January 1, 1949. 
Applicant by its petition alleges that 
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RE JACKSONVILLE GAS CORP. 


its rate base as of April 30, 1953, is 
$2,834,311.64. A 7 per cent return 
on this figure amounts to $198,401.- 
81. Applicant shows that its revenues 
for the twelve months ending April 
30, 1953, were $1,212,342.67 ; that its 
expenses for the same period (ad- 
justed by the elimination of nonrecur- 
ring items) were $1,089,264.04, leav- 
ing a balance of adjusted earnings for 
the period of $123,078.63, or $75,- 
323.18 less than a 7 per cent return. 
To make up in part this difference be- 
tween the return allowed applicant by 
Order No. 1571, supra, and the return 
it is actually receiving, as reflected by 
the utility’s figures aforesaid, the util- 
ity proposes that the monthly mini- 
mum charge be increased from one 
dollar for 200 cubic feet or less per 
month to $1.88 for 400 cubic feet or 
less per month. A projection of the 
proposed annual revenue of applicant 
on the changed rates and charges pro- 
duces a return on depreciated invest- 
ment of approximately $180,316.37 
which would be $18,085.44 short of a 
7 per cent return. 


[1,2] As we mentioned in our Or- 
der No. 1571, supra, Jacksonville Gas 
Corporation does not have a monop- 
oly but is in direct competition, in so 
far as the small consumers of power 
are concerned, with not only the city- 
owned and operated electric light 
plant, but also with butane gas dealers 
and with kerosene and oil for heating 
purposes. In fixing its rates consider- 
ation must necessarily be given to the 
competitive aspects. The utility here 
considers that the minimum increase 
proposed offers the best means from a 
competitive standpoint for it to obtain 
the required additional revenue. 


The evidence adduced in this pro- 


ceeding shows that customers using 
less than 200 cubic feet of gas per 
month are primarily those who have 
gas as a standby for electricity—cus- 
tomers who have gas available but do 
not wish to use it. The increase here 
proposed would primarily affect such 
individuals. It would, however, allow 
the gas company to recover readiness- 
to-serve expenses which are an inci- 
dent to furnishing service to any cus- 
tomer, large or small. The evidence 
shows that practically no cooking can 
be done on 200 cubic feet of gas and 
very little on 400 cubic feet. The 
smallest burner on a gas range will 
burn a minimum of 30 feet of gas per 
hour. If that one burner were used 
for only seven hours a month it would 
burn at least 210 cubic feet and if it 
were used for only fourteen hours a 
month it would burn at least 420 cubic 
feet. For all customers using over 
400 cubic feet of gas per month, the 
proposed rate change would amount 
to an increase of only 56 cents per 
month—less than 2 cents per day. 

A careful study has been made by 
the Commission of the financial exhib- 
its filed by the utility in this case, to- 
gether with applicant’s annual and 
quarterly reports already on file with 
the Commission. From such study 
the Commission finds that applicant 
failed to include in its rate base cer- 
tain items which would be allowed un- 
der existing rulings and policies of the 
Commission. Had such items been 
included even more revenue than is 
sought would be necessary to produce 
a 7 per cent return. It, therefore, ap- 
pears that applicant’s request for addi- 
tional revenue is a modest one. This 
is particularly true since best estimates 
indicate that the proposed change in 
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revenues will not even bring in suffi- 
cient funds to reach the previously al- 
lowed 7 per cent return on the rate 
base as calculated by applicant. 


Flat Rate Charges 


[3] This Commission by its Order 
No. 1571, supra, ordered that the 
present flat rate charges of Jackson- 
ville Gas Corporation for unmetered 
manufactured gas to customers be dis- 
continued on or before April 1, 1950, 
and that thereafter the gas company 
change such unmetered service to me- 


tered service. In this proceeding ap- 
plicant has also asked that it be al- 
lowed to continue to sell gas to its 
customers on flat rates for gas appli- 
ances, such as water heaters and re- 
frigerators, which use or consume 
definite maximum quantities of gas. 
It proposed the following flat rate 
schedule as rates that fairly compen- 
sate it for the gas it sells for such ap- 
pliances and as not exceeding the gen- 
eral service rates approved by the 
Commission in said Order No. 1571, 
supra: 


FLAT RATE SCHEDULE 


Water Heaters 
(Gallons per month raised 60° ) 


1500 .... $3.13 per month 
ea 3.75 per month 
2250 4.38 per month 
2700 5.00 per month 
SPs 5.63 per month 
3300 6.25 per month 
3600 6.88 per month 
4200 7.50 per month 
eer 8.13 per month 


In support of its request for approv- 
al of the above flat rates, petitioner 
states that such rates are based upon 
the level consumption of the maximum 
amount of gas and have a direct re- 
lation to the cost of the production of 
the gas and furnishing thereof to the 
customer in level and constant quanti- 
ties over long periods of time. 

From the testimony adduced at the 
hearing, it appears that the customers 
served by flat rates were sold refriger- 
ators and hot water heaters on the as- 
sumption that they would have such 
flat rates as long as they wished to use 
them. The gas company estimates 
that it would cost approximately $28,- 
000 to change the flat rate service over 
to metered service. The company 
points out that the flat rates are less 
than the operating cost would be 
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Refrigerators 


4 ft. old style 
4 ft. new style ....... 


$2.19 per month 
2.31 per month 


| per een 2.44 per month 
DRED. Sauer news nae 2.63 per month 
Se ese 2.81 per month 
ML skein ec aaeo elbow us 3.75 per month 


through a meter; that the appliances 
served by flat rates do not burn all of 
their gas during peak-load periods but 
burn smaller amounts over a 16- to 
20-hour period. The company must 
maintain facilities and personnel to 
handle its peak load and it can, there- 
fore, handle nonpeak-load gas to the 
refrigerators and water heaters with 
the facilities and personnel which it 
must have for peak load. It fears that 
it will lose most of these nonpeak-load 
customers if it now changes from flat 
rates to metered rates. 

From the record herein the Com- 
mission finds as follows: 

1. The reasonable value of Jack- 
sonville Gas Corporation’s property 
used and useful in furnishing manu- 
factured gas to its customers and upon 
which the gas company is entitled to 
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earn a fair return is in excess of $2,- 
834,311.64. 

2. The company’s existing retail 
gas rates are insufficient to produce 
the 7 per cent return on the value of 
its property heretofore found by this 
Commission in its Order No. 1571 in 
Docket No. 1641, supra, to be a fair 
and reasonable rate of return. 

3. The schedule of rates and 
charges fixed by this Commission in 
said Order No. 1571, supra, and set 
forth in Appendix 8 thereto should be 
revised to increase the monthly mini- 
mum charge for the sale of manufac- 
tured gas from one dollar for 200 cu- 
bic feet or less of gas per month to 
$1.88 for 400 cubic feet or less of gas 
per month. Such changed minimum 
rates and charges are just, reasonable, 
and compensatory. 

4. The utility should be allowed to 
continue its flat rate charges for un- 
metered manufactured gas furnished 
to customers for gas appliances which 
use or consume definite maximum 
quantities of gas. The flat rate sched- 


ule heretofore set forth provides rates 
for such service which are just, rea- 
sonable, and compensatory. 

Now, therefore, in consideration 
thereof, it is ordered, adjudged, and 
decreed by the Florida Railroad and 
Public Utilities Commission that Ap- 
pendix 8 of Order No. 1571 in Docket 
No. 1641, supra, setting forth the law- 
ful rates and charges of the Jackson- 
ville Gas Corporation, be and it is 
hereby amended to authorize said util- 
ity to increase its minimum monthly 
charge for the sale of manufactured 
gas to its customers from one dollar 
for 200 cubic feet or less per month 
to $1.88 for 400 cubic feet or less per 
month. 

It is further ordered that said Ap- 
pendix 8 be and it is hereby further 
amended to include and authorize said 
utility to continue flat rates for gas ap- 
pliances which use or consume definite 
maximum quantities of gas in accord- 
ance with the flat rate schedule hereto- 
fore set out in this order. 








NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re New Jersey Natural Gas Company 


Docket No. 7613 
September 9, 1953 


NVESTIGATION of tariffs providing for purchase gas adjustment 

I clause and specific adjustment of gas rates thereunder; mo- 

tion to dismiss granted without prejudice to submission of 
further proofs. 


Rates, § 187 — Burden of proof — Balance sheets and income statements. 
1. The mere submission of balance sheets and income statements pur- 
portedly reflecting current conditions, and on a pro forma basis, does not 
constitute sufficient proof as to the justness and reasonableness of the items 
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contained therein so as to sustain a gas company’s burden of proof as to 


proposed increases in rates, p. 89. 


Rates, § 650 — Dismissal of proceeding — Failure of proof — Gas cost increases. 
2. A proceeding involving filed tariff sheets providing for a purchase gas 
adjustment clause, designed to increase customers’ bills to cover increased 
wholesale costs of gas and to provide for future adjustments, should be dis- 
missed for failure to sustain the burden of proof when the company has 
not submitted the proof required for a “rate case,” p. 89. 


APPEARANCES: Sidney M. Schrei- 
ber, for New Jersey Natural Gas 
Company; Benjamin C. Van Tine, 
Deputy Attorney General, for the At- 
torney General of the State of New 
Jersey; Howard W. Roberts, by 
Lawrence A. Carton, Jr., for bor- 
roughs of Little Silver, Eatontown, 
West Long Branch, and Keansburg; 
John M. Pillsbury, by Lawrence A. 
Carton, Jr., for boroughs of High- 
lands and Atlantic Highlands; Rich- 
ard R. Stout, for townships of Ocean 
and Neptune and boroughs of Deal 
and Allenhurst; Elvin R. Simmill, for 
township of Wall, borough of Spring 
Lake Heights, and borough of South 
3elmar ; Francis W. Lawley, for Mid- 
dletown township; Harvey Hartman, 
by Richard R. Stout, for borough of 
Keyport; Leon E. Reussille, Jr., by 
Richard R. Stout, for borough of Red 
Bank; Edward C. Stokes, for city of 
Long Branch; Sidney J. Meistrich, by 
Richard R. Stout, for city of Asbury 
Park; Joseph R. Megill, by Richard R. 
Stout, for borough of Neptune City; 
Harold Feinberg, by Richard R. Stout, 
for borough of Belmar; Irving E. 
Keith, by Richard R. Stout, for bor- 
ough of Bradley Beach; J. Stanley 
Herbert, for borough of Sea Girt; 
Sam Kite, for Lakewood Hotel Asso- 
ciation and Lakewood Taxpayers 
Association; Alexander Coulitch, pro 
se; John R. Sailer, Deputy Attorney 


100 PUR NS 


_and in its Southern Division. 


General, for the Board of Public Util- 
ity Commissioners. 


By the Commission: New Jersey 
Natural Gas Company (hereinafter re- 
ferred to as company) filed certain 
tariff sheets providing for a purchase 
gas adjustment clause to be effective 
September 6, 1953, for gas sold to re- 
tail customers in its Coast Division 
(includes former County Gas Com- 
pany territory and the Coast Division 
of the former Jersey Central Power 
& Light Company, gas department) 
The 
filing is designed to accomplish two 
things: First, there would be an im- 
mediate increase in customers’ bills, 
as the provisions of the clause are based 
on increases in the cost of gas to the 
company made by its suppliers under 
authorization by the Federal Power 
Commission on December 1, 1952, in 
the costal area, and on March 26, 
1953, applicable to the company’s 
Southern Division, and secondly, it 
provides for further adjustments if 
the price of natural gas purchased in 
the future is either above or below the 
unit price of gas in effect prior to De- 
cember 1, 1952, and March 26, 
1953. 

As the filing provided for immediate 
increases in the cost of gas to cus- 
tomers, the Board suspended the filing 
and fixed August 31, 1953, as the date 
for hearing in this matter. This order 
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also required the company to give gen- 
eral notice to its customers concern- 
ing the filing as well as the time and 
place fixed for hearing, by publica- 
tion of advertisements in newspapers 
published and circulated in its service 
area. It further provided that copy 
of the filing and notice of date fixed 
for hearing be submitted to the attor- 
ney general. 

This matter came on for hearing 
on the date designated and the ap- 
pearances are shown supra. The rec- 
ord indicates that the company com- 
plied with the Board’s suspension 
order regarding notice. 

The company presented as witnesses 
its president and an engineer asso- 
ciated with Commonwealth Services, 
Inc., utility consultants. These wit- 
nesses testified with respect to the 
data reflected in the company’s main 
exhibit (P-4) relating to balance 
sheets, income statements, the deriva- 
tion of the factors employed in the pro- 
posed purchase gas adjustment clause, 
and as to its effect on the charges to 
customers. 

It is evident from the record that the 
company presented its case on the the- 
ory that it was not a “rate case.” 

At the conclusion of the company’s 
direct case, cross-examination by all 
parties having been reserved for some 
later date, the deputy attorney general 
made a motion to dismiss on the basis 

generally) that this is a rate pro- 
ceeding and that the company did not 
sustain the burden of proof required 
of it in such a proceeding. This mo- 
tion was joined in by the other par- 
ties appearing in opposition to the pro- 
posed filing. 

In formal rate proceedings of both 
County Gas Company and the gas de- 


partment of Jersey Central Power & 
Light Company, in which considera- 
tion of rate base was a factor, were last 
before the Board in 1948. Conditions 
were significantly different at that 
time as only manufactured gas 
was being used and natural gas had not 
as yet been introduced into this terri- 
tory, and 1948 being the date prior 
to the acquisition of the Gas Depart- 
ment of Jersey Central Power & Light 
Company by New Jersey Natural Gas 
Company (formerly County Gas Com- 
pany). On June 3, 1952, these two 
properties were operated as separate 
entities. 

Since that time the distribution fa- 
cilities have been interconnected be- 
tween these two properties and their 
identity as separate units has disap- 
peared. 

Of necessity, there must have been 
significant changes in and between 
various expenses and other accounts 
since the introduction of natural gas 
and the combining of the two proper- 
ties. 

[1, 2] The company, in this pro- 
ceeding, presented balance sheets and 
income statements purportedly reflect- 
ing current conditions and on a pro 
forma basis. However, the mere sub- 
mission of such data would not of it- 
self, under the decisions of our courts, 
constitute sufficient proof as to the 
justness and reasonableness of the 
items contained therein. 

In view of all of the above and on 
the present record in this proceeding, 
the Board is of the opinion that the 
company has not sustained the burden 
of proof, pursuant to recent decisions 
of our courts pertaining to rate pro- 
ceedings, and the Board accordingly, 
hereby finds and determines that the 
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motion to dismiss should be and is 
hereby granted without prejudice to 
the right of the company to request 
reopening of the record in order to 
submit further proofs pertaining to the 
reasonableness of its proposed change 


record by reference in any future pro- 
ceeding it may institute concerning this 
subject. 

It should be clearly understood that 
in granting the motion aforesaid the 
Board is not passing on the merits of 





in rates or to request that the record the company’s filing herein. 


in this docket be made a part of the 





CALIFORNIA PUBLIC UTILITIES COMMISSION 


Re Coast Counties Gas & Electric 
Company et al. 


Decision No. 48486, Application No. 34094 
April 14, 1953 


——_ by natural gas companies for approval of sales 
and service contracts; contracts disapproved and tariff 
schedules embodying agreements ordered to be filed. 


Rates, § 213 — Tariffs instead of agreements — Intercompany gas sales. 

1. The filing of separate tariff schedules which embody the rates and terms 
of natural gas purchase and sales agreements between two companies, with 
a provision for supplemental service agreements to cover complicated serv- 
ing conditions, is more appropriate than the filing of the contracts, since 
the filing of the tariffs enables the Commission to avoid the complicated 
steps that would be necessary to exercise jurisdiction should a change in 
approved contract rates be desired, p. 93. 


Rates, § 376 — Intercompany natural gas sales — Interstate factor. 

2. The price paid for gas purchased by one natural gas company from an- 
other, under an arrangement whereby the purchase price is to be the amount 
paid by the seller to replace the gas from out-of-state sources plus a fixed 
additional charge, is not unreasonable, even though the purchaser’s cus- 
tomers would be paying the increased cost of out-of-state gas in contrast 
to the rates charged the seller’s customers, where there is no showing that 
the purchaser can obtain the needed gas at a more favorable price, p. 94. 


Service, § 154 — Intercompany gas sales — Commission approval. 
3. The sale of gas by one natural gas company to another must first be ap- 
proved by the Commission, notwithstanding that the sale is on a tem- 
porary or interim basis only, p. 94. 
Service, § 152 — Contracts — Arbitration clause. 
4. Arbitration clauses should be omitted from service agreements between 
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natural gas companies since such clauses might conflict with Commission 


jurisdiction, p. 94. 


Service, § 152 — Agreements between natural gas companies 





Filed tariffs. 


Statement that the Commission prefers that all service by one natural gas 
company to another be rendered on the basis of filed tariffs rather than 


special contracts, p. 94. 


APPEARANCES for applicant: W. E. 
Johns and J. E. Sheeks, for Coast 
Counties Gas and Electric Company; 
R. W. DuVal, for Pacific Gas and 
Electric Company. Interested par- 
ties: California Farm Bureau Feder- 
ation, by Eldon Dye and Edson Abel; 
Gentry, Inc., by W. D. MacKay; 12th 
Naval District by A. E. Laffsa. Oth- 
er appearances: Boris H. Lakusta 
and Charles W. Mors, for the Com- 
mission staff. 


By the Commission: Coast Coun- 
ties Gas and Electric Company and 
Pacific Gas and Electric Company, 
hereinafter referred to as Coast Coun- 
ties and Pacific, respectively, operat- 
ing natural gas utilities in northern 
California, by the above-entitled appli- 
cation filed February 16, 1953, re- 
quest an order of the Commission au- 
thorizing them to carry out the terms 
of two agreements between themselves 
dated December 31, 1952. One con- 
tract is a gas purchase and sale agree- 
ment providing for the sale by Pacific 
to Coast Counties of natural gas on a 
firm basis, and the other is a joint 
utilization and curtailment agreement 
making provision for the utilization of 
natural gas available to each of said 
applicants on an equitable basis. Cop- 
ies of the sale agreement, marked 
Exhibit D, and of the joint utilization 
and curtailment agreement, marked 
Exhibit E, are attached to the appli- 
cation. After due notice a public 


hearing was held on this application 
on March 16, 1953, before Commis- 
sioner Peter E. Mitchell and examin- 
er M. W. Edwards, at San Francisco, 
California. 


Coast Counties’ Position 

Coast Counties asserts its load has 
been growing and an additional supply 
of natural gas is required. Coast 
Counties contends it is impracticable 
to obtain an out-of-state source of gas 
directly for its own account because 
the quantities which it could under- 
take to purchase would not economi- 
cally support a long transmission line. 
It alleges the only practicable way for 
Coast Counties to share, either di- 
rectly or indirectly, in the advantages 
of an out-of-state gas supply would be 
to enter into contractual arrangements 
of the type set forth in the two con- 
tracts being considered herein. 


Pacific’s Position 

Pacific states it can make available 
a quantity of California produced gas 
sufficient to fulfil the requirements of 
Coast Counties in accordance with the 
contracts and can replace it with out- 
of-state gas for use in supplying its 
own customers. Therefore, for the 
purpose of determining the sale price 
of this California produced gas to 
Coast Counties, it uses the price of 
out-of-state gas at the state line plus 
transmission cost to the vicinity of 
the point of delivery of California gas. 
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The principal delivery point is to be 
Kettleman Hills, but delivery at Rio 
Vista Field or at other mutually 
agreed points is provided for. 


Sale Agreement 

The sale agreement makes provi- 
sion for Pacific to sell and deliver to 
Coast Counties, each day during the 
term thereof, such quantities of gas as 
Coast Counties shall from time to time 
request up to the maximum quantity 
of 30,000 thousand cubic feet, pro- 
vided that Coast Counties shall take 
on each day during each winter pe- 
riod (October through March) no 
less than 26,100 thousand cubic feet, 
and on each day during the summer 
period (April through September) no 
less than 28,500 thousand cubic feet. 

Coast counties is to pay for all gas 
delivered each month a price per thou- 
sand cubic feet which shall be equal to 
the cost of gas (on a 14.73 p.s.i.a. 
pressure base) which Pacific pur- 
chases from El Paso Natural Gas 
Company during said month at the 
California-Arizona border, plus a 
charge of 6 cents per thousand cubic 
feet. Each party has the right, by 
written request to the other, to have 
said additive charge reviewed and re- 
determined (not more than once in 
any calendar year) to the nearest 
1/100 of a cent in accordance with the 
method set forth in Exhibit A at- 
tached to and made a part of said sale 
agreement. 


The term of the agreement is for a 
period of ten years, from January 1, 
1953, to January 1, 1963, with provi- 
sions for extension for an additional 
five years if the parties thereto are 
able to agree prior to January 1, 1963 
(without resorting to arbitration), on 
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the terms and conditions of such ex- 
tension. 


Joint Utilization and Curtailment 
Agreement 

The joint utilization and curtail- 
ment agreement contemplates and 
makes provision for Coast Counties 
and Pacific sharing the natural gas 
available to each on an equitable basis 
in order that the most economic utili- 
zation of gas supplies available to each 
shall be made. In order to effectuate 
that purpose said agreement provides, 
among other things, that whenever 
the combined requirements of both 
parties cannot be met from the avail- 
able sources of supply their respective 
requirements shall be curtailed, to the 
extent necessary, in the following se- 
quence: 

a. Steam plants, subject to Special 
Condition 3 of Pacific’s Tariff Sched- 
ule G-55; 

b. Refinery customers ; 

c. Interruptible customers, pro 
rata, with gas available over and 
above that required for categories (d) 
and (e) below, being apportioned 80 
per cent to Pacific and 20 per cent to 
Coast Counties ; 

d. Injection into underground stor- 
age, pro rata with gas available over 
and above that required for firm cus- 
tomers being apportioned 92 per cent 
to Pacific and 8 per cent to Coast 
Counties. 

e. Firm customers, pro rata, with 
available gas being apportioned 92 per 
cent to Pacific and 8 per cent to Coast 
Counties. 

The agreement provides that when 
either party, on any day, purchases or 
otherwise obtains a greater quantity 
of gas than required to supply its own 
load (curtailed if necessary) and de- 
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livers the excess to the other party, 
such excess is to be paid for as fol- 
lows: 

a. The price for gas diverted from 
steam plants and delivered to Coast 
Counties shall be computed in accord- 
ance with a formula based on fuel oil 
cost as set forth in the agreement and 
shall be 29.36 cents per thousand cu- 
bic feet until revised at the request of 
either party; 

b. The price for gas made available 
as a consequence of curtailment shall 
be predicated on the level of the ter- 
minal blocks of certain interruptible 
schedules ; 

c. The price for accommodation 
gas, gas other than steam plant gas 
and/or curtailed gas, shall be related 
to the price paid by Pacific for dry gas 
purchased by it from local sources; 
however, for accommodation gas de- 
livered by Coast Counties to Pacific, 
on any day, the price shall not exceed 
the price paid under said sale agree- 
ment during the month in which such 
day occurs. 

The term of the joint utilization 
and curtailment agreement is to be 
concurrent with that of the afore-men- 
tioned sale agreement, unless sooner 
terminated as therein provided. 


Provision for Arbitration 

The contracts herein considered 
provide that in the event any dispute 
arises between the parties, it may, at 
the request of either party, be arbi- 
trated in accordance with the provi- 
sions of the California Code of Civil 
Procedure. 


Unauthorized Sales 

Evidence adduced at the hearing 
brought forth the fact that Coast 
Counties had been obtaining gas from 


Pacific under temporary arrange- 
ments since November 1, 1951, with- 
out Pacific having first obtained au- 
thority from the Commission for the 
sale. Coast Counties obtained gas 
from certain Rio Vista Producers on 
a basis of release under contracts 
which had committed the gas to Pa- 
cific. Coast Counties paid the produc- 
ers direct for the contract price of the 
gas, and then paid Pacific an addition- 
al 5 per cent of the field price if Pa- 
cific was not curtailing its deliveries 
at the time. If it was curtailing, 
Coast Counties reimbursed it for the 
difference between the field cost of gas 
and equivalent cost of oil for steam 
plant use. 

Also during 1952 the parties had an 
“Interim Agreement” not covered by 
a signed agreement which covered 
“accommodation gas” supplied by one 
party to the other at times when the 
supplier did not need to curtail any of 
its other deliveries. This gas was 
priced at Rio Vista field price plus 5 
per cent. Both of these agreements 
long ago should have been reduced to 
a tariff schedule and filed with the 
Commission. 


Commission Jurisdiction 

[1] Each of the agreements in this 
application contains a provision that it 
shall not become effective until au- 
thorized by the Commission and that 
it is subject to changes or modifica- 
tions as the Commission may direct in 
the exercise of its jurisdiction. 

While these contracts, by including 
such clause, technically meet the re- 
quirements of General Order No. 96, 
Section X.A. of this Commission, it is 
more appropriate that separate tariffs 
should be filed for this type of sale. 
Where complicated serving conditions 
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are involved, as in this sale, the tariff 
schedule can provide for a supplemen- 
tal service agreement or agreements. 
By this means it is not necessary for 
the Commission to undertake the com- 
plicated steps involved in exercising 
its jurisdiction every time it desires 
to change the level of a rate. 


Customer Interest 

No particular objection to the au- 
thorization of these contracts was 
made by any party during the course 
of the hearing. A customer’s repre- 
sentative did make a statement in op- 
position to a gas cost offset rate in- 
crease proposal by Coast Counties in 
the hearing on Application No. 34107 
which followed the hearing on the in- 
stant application. He requested re- 
opening of this application for consid- 
eration of his position. This request 
was taken under submission. 


Conclusion 

[2] Upon a review of the record 
the Commission is of the opinion that 
this sale of gas by Pacific provides 
Coast Counties with an additional 
source of gas at a cost that does not 
appear to be unreasonable. 

While these contracts in effect mean 
that Coast Counties will be paying the 
increased cost of out-of-state gas in 
contrast to Pacific’s other customers, 
whose rates have not been similarly 
increased, there is no showing that 
Coast Counties could obtain the need- 
ed California gas at a more favorable 
price. The request of the customer’s 
representative to reopen this case for 
consideration of his testimony on this 
point is denied. 


Pacific did not submit evidence of 
the effect of this sale upon its earn- 
ings in the future. However, it is 
obvious that the increased revenue 
realized on this sale will not offset the 
increased cost on all of the remaining 
gas Pacific purchases from out-of- 
state sources, as this sale is approxi- 
mately 6 per cent of the total out-of- 
state purchases by Pacific. In so far 
as Coast Counties earnings on sales to 
Pacific are concerned, this matter is 
before us in Application No. 34107 
and it does not appear that Coast 
Counties’ revenues are such as to war- 
rant a different rate level than set 
forth in the agreements. 

[3,4] We must caution the appli- 
cants herein regarding their failure to 
seek Commission authorization prior 
to the sale of this gas on a temporary, 
interim, or final agreement basis and 


we will not authorize the applicants 


to carry out the agreements as re- 
quested by Application No. 34094, 
The Commission prefers that all serv- 
ice be rendered on the basis of filed 
tariffs rather than special contracts. 
While the contract terms and condi- 
tions in general are not objectionable, 
applicants will be required to file ap- 
propriate tariffs substantially as set 
forth in Exhibits A, B, and C herein. 
If applicants find that supplemental 
service agreements are necessary they 
should be reduced to standard forms 
and filed in the manner applicants file 
other standard forms. Such supple- 
mental agreements should omit arbi- 
tration clauses because of their possi- 
ble conflict with Commission jurisdic- 
tion. 
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Re Niagara Mohawk Power Corporation 


Case 16197 
May 6, 1953 


ETITION for approval of change in thermal content of gas 
P sabslied and for permission to amortize conversion costs; 
granted. 


Service, § 361 — Change in heating content of gas. 
1. A gas company was authorized to change the heating content of gas 
upon substitution of natural gas for manufactured gas where the company 
would have sufficient natural gas available to supply the area through which 
the distribution line would run and conversion of existing facilities would 
give adequate standby equipment and would be in the public interest, p. 96. 


Expenses, § 25 — Natural gas conversion costs — Amortization period. 
2. A gas company authorized to convert to natural gas was allowed to amor- 
tize the conversion cost over a period of ten years, p. 96. 


APPEARANCES: Lawrence E. 
Walsh, Counsel (by Sidney Kabalkin, 
Associate Attorney), for the Public 
Service Commission ; Lauman Martin, 
Syracuse, General Counsel, for Niaga- 
ra Mohawk Power Corporation. 


Eppy, Commissioner: This is an 
application for permission to change 
the heating content of gas in the city 
of Watertown as a result of substitut- 
ing natural gas for the present manu- 
factured gas now served and to spread 
the cost of converting customers’ ap- 
pliances in an amount estimated to be 
$160,000 over a period of ten years. 

The material facts were reviewed in 
Cases 16124-16138 inclusive, which 
were applications for the approval of 
the exercise of the necessary franchises 
to build transmission facilities to fur- 
nish such natural gas. 

The introduction of natural gas in 


the city of Watertown will mean an 
over-all reduction in rates of approxi- 
mately $87,000, or an average of 20 
per cent. There are presently no 
space-heating customers in the city of 
Watertown. As represented in the 
previous case Niagara Mohawk ob- 
tains the gas supply which it will use 
in the area under a Requirements Con- 
tract from the New York State Natu- 
ral, the gas being delivered at Therm 
City near Syracuse. 

The testimony indicates that the 
company will have sufficient natural 
gas available to supply the city of 
Watertown and the municipalities 
through which the distribution line 
will run. Immediately upon conver- 
sion, which is expected to be completed 
by September Ist, the company will 
convert its present manufacturing 
facilities to facilities which will pro- 
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duce high B.T.U. gas at an estimated 
cost of approximately $70,000. There 
will be minor retirements of plant of 
water gas generating equipment and 
coal, coke, and ash handling equip- 
ment in the amount of $30,603.20. 
The great bulk of the required pipe 
is presently in the field and it is antici- 
pated that the transmission main will 


be completed early in the summer of 
1953. 


Discussion: 

[1,2] Approval was granted by the 
Federal Power Commission in 1950 
but the project has been delayed due 
to difficulty in obtaining pipe. In 
Cases 16124-16138 involving the ap- 
proval of the exercise of franchises, 
the tacit approval was given by this 
Commission to the proposed change. 
The company’s testimony indicates 
that it has an adequate supply of gas. 


In any event the conversion of the 
present facilities in the city of Water- 
town will give adequate standby 
equipment. Approval of the com- 
pany’s proposal appears to be in the 
public interest. 


The company likewise asks our au- 
thority to amortize the conversion 
over a period of ten years. This is 
the period which has been fixed in 
other cases involving the company’s 
conversion program, and it seems 
proper that the costs of retirements 
should have similar treatment in this 
case. 


An appropriate order should be en- 
tered approving the change in the heat- 
ing content of gas and permitting the 
amortization of the resulting costs in 
the change of customers’ appliances 
and the loss in retirements of property 


over a period of ten years. 
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1953-56 Gas Expenditures to 
Amount to $4 Billion 


‘5 HE nation’s gas utility and pipeline industry 
will spend almost $4 billion for construc- 
tion of new facilities and expansion of present 
plant during the four years from 1953 through 
1956, according to an announcement by the 
American Gas Association. This compares with 
construction expenditures of about $4.7 billion 
in the four years 1949-1952. 

About $1.9 billion of these proposed expendi- 
tures, or slightly less than 50 per cent of the 
total, will be spent on transmission facilities 
and ‘$1.4 billion, or approximately one-third 
of the total, will go for distribution expendi- 
tures. The remaining $637 million are to be 
spent for production, underground storage and 
general facilities. 


Unlimited Growth for Natural 
Gas Forecast 
J FRENCH Rostnson, president of Consoli- 

e dated Natural Gas Company, estimates 
there will be 14.5 million home heating cus- 
tomers for gas in 1956, compared with 11 mil- 
lion families now using gas to heat homes and 
only four million in 1940. 

He told a group of security analysts at a re- 
cent Great Lakes regional conference that with 
natural gas being brought to areas that have 
never had gas before, and with many com- 
munities converting from manufactured gas to 
natural gas, “it is obvious that our growth 
curve will continue upward for many years.” 

The Consolidated Natural Gas System, Mr. 
Robinson predicted, will share in the industry’s 
growth pattern. “A careful plotting of our 
needs for the next five years indicates that the 
demand for gas on our system will be substan- 
tially higher each year than it was the year 
hefore, with a total increase of nearly 25 per 
cent in the requirements of our customers,” he 
stated. 


Southern Cal. Gas Plans 
$5,300,000 Pipeline 


prrans for construction of 73 miles of 30-inch 
natural gas pipeline in Riverside County to 
parallel the original “Biggest Inch” pipeline 
were completed recently with awarding of a 
contract for the work to River Construction 
Company at Fort Worth, Texas, it was an- 
nounced by F. M. Banks, President of the 
Southern California Gas Co. It is expected 
that the new pipeline, which will cost approxi- 


mately $5,300,000, will be in operation by Janu- 


Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 
to government owned utilities ; news concerning prod- 
ucts, supplies and services offered by —e 

also notices of changes in personne 


ary 31, 1954. The new addition to the 30-inch 
natural gas pipeline, jointly owned by the 
Southern California and Southern Counties 
Gas Companies, is part of a $210 million 
overall program to increase the supply for 
California utilities of gas from Texas and 
New Mexico fields. 


Gas Companies Increase 
Home Economics Service 


Pome -scoxonics staffs of the nation’s gas 
companies have made more than 10 mil- 
lion customer contacts in the past vear and 
answered better than 700,000 phone calls for 
cooking and other home-management advice. 

A study by the Gas Appliance Manufac- 
turers Association shows that the number of 
home economists employed by gas utilities has 
increased 20 per cent in each of the past two 
years. 

Record expansion of natural gas service, 

GAMA says, has been a principal factor in the 
nationwide swing to gas for house-heating, 
water-heating and refrigeration as well as cook- 
ing. 
More than 2,000 trained homemakers now 
are employed by gas companies to make home 
calls and conduct auditorium demonstrations of 
the care and use of modern gas appliances. 


U.G.I. Continues Expansion 
Program 


HE Unitep GAs IMPROVEMENT COMPANY, 

Philadelphia, Pa., has been conducting an 
expansion program for the last several years to 
meet an increasing demand for service in its 
area. Commenting upon this expansion, Mr. 
Walter E. Long, president, states: 

“The millions upon millions of dollars which 
have been spent each year in expanding our 
plant facilities and transmission and distribu- 
tion systems speak louder than any words in 
confirmation of the advancement of the gas 
business in the eastern part of Pennsylvania. 


(Continued on page 34) 
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Here in this growing, highly industrialized area, 
demands for gas service tor residential, com- 
mercial, and industrial use, have inc reased our 
business by 64 per cent in the past five years, 
which we pardonably feel is a very he: althy 
gain. Year in and year out these demands have 
given us new peaks in sales and in customers . 
and every indication points to a continuz ation 
of this dem: ind for new and expanded capacities 
to satisfy the increasing use of our magic blue 
fl: ame. 

“Looking back over the past years gives us 
confidence to face the future of the gas busi- 
ness in Eastern Pennsylve ania with eagerness 
and anticipation.” 


GAMA Reveals Natural Gas 
Expansion Data 


A™ ‘TAILED picture of the projec ts, companies 
and communities involved in the multi- 
billion-dollar expansion program of the natural 
gas industry is presented in the 1953 edition of 
Natural Gas Construction Data. The 50-page 
brochure is published by Gas Appliance Manu- 
facturers Association. 

It shows how FPC approval of more than 
10,000 miles of pipeline construction during the 
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past two years will bring new natural gas serv- 
ices to 165 communities of more than 50,000 
population. Similar data is supplied on applica- 
tion now before FPC which will involve an ad- 
ditional 12,709 miles of pipeline construction 
which is expected to cost $1,143,292,000. 

The study was made to provide banks, in- 
surance companies, investment houses and other 
financial organizations with information about 
the expansion of the natural gas industry. 

The brochure lists of the 165 cities which will 
receive new natural gas services, provides the 
names and addresses of the pipeline and op- 


erating utility companies participating in pipe- 


line construction approved from July 1, 1945 
through May 31, 1953. 

Copies are available at $2.00 apiece from 
Gas Appliance Manufacturers Association, 60 
East 42nd St., New York 17. 








OPPORTUNITIES soon will be available 
for chief accountants, internal auditors 
and accountants in a major electric utility 
operating in southern Ohio and southern 
Indiana, where the climate is mild and the 
people are friendly. Excellent wages and 
benefits. Experience in utilities account- 
ing preferred. Applications will be held 
in strict confidence. Give full information 
about education and experience in first 
communication, and indicate type of posi- 
tion in which you are interested. Address: 
Vice President, Ohio Valley Electric Cor- 
poration, Box D, Room 1766, 50 Church 
Street, New York 7, N. Y. Interviews by 
appointment only. 
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Lo, the poor greyhound 


With all his reputation for speed, he can’t hold a 
candle to Sorg when it comes to meeting a rush- 
rush deadline. Sorg, for over thirty years special- 
ists in all types of financial, corporate and legal 
printing. is uniquely geared to combine speed 
with unerring accuracy. 

We handle design, specification of format, com- 
position, printing, binding and mailing all under 
ee : one roof . . . we're available round the clock 


we offer the use of procedure manuals, 


conference rooms, transportation facilities. But 
most important of all, we maintain a standard of 
quality consistent with the prestige of our clients. 


Ca 
SERVICE antares = 


SINCE 1920 


“PRINTING co.., fort 


80 SOUTH ST., NEW YORK 38, N.Y. 


Financial, Legal, Conporate ‘Trintors 








Associate 


london Associate 


Chicego 
<-MeCORMICK ond HENDERSON, Inc. ‘The LEAGRAVE PRESS, Ltd, 


NOV. 5, 1953 Mention the FortNIGHTLY— 


It identifies your inquiry 
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Skysormpous 
of the Southwest 


no eS Standing tall against the horizon, these 
rs ilies Southwestern skyscrapers symbolize the con- 
tributions of the natural gas industry to the 



















After nearly a quarter of a century of pub- - 
lic service in the Southwest, Southern Union 
Gas Company today supplies natural gas 
to more than 235,000 customers...de 
commercial and industrial ... or a = penal 
tion of approximately one million . . in 59 
cities and towns in Texas, New Penden Col- 
orado and Arizona. Serving on crea now 
on the threshold of its greatest development,” 
Southern Union has grown with the South- 
west...and has helped the Southwest to — 
grow .. . by providing dependable, conven- 
ient, economical Natural Gas service. 
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F souenefa{Gunton 


HELPING BUILD le "in ry ene 








C. H. ZACHRY, President Headquarters: DALLAS, TEXAS © 
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Wen these changing times— 
and changing BTU’s—it is well to 
consider the advantages inherent in 
new production processes. 


Natural gas, if it enters your plant and 
distribution system, can and will con- 
tinue to be of great benefit. Then your 
first important consideration will be 
standby facilities. There are Gasmaco 
oil gas processes and other Gasmaco 
methods for this purpose. 


Then, too, you will need equipment 
for peak shaving. The history of con- 
version to natural gas and natural gas 
expansion has been one of phenomenal 
growth—but with an ever increasing 
load factor. Transmission line capac- 
ity is rapidly used up. These and other 
factors lead to PEAK SHAVING. 


The solution: Gasmaco Equipment. 








One processes can be adapted 
to your existing water gas sets. Many 
different arrangements are _ possible, 
dependent upon factors of cost and 
usage. In other cases, complete new 
construction can be justified. 





YOU WILL NEED 


Peak Shavin eg! 





Any gas as an alternate should match 
natural gas in burning characteristics. 
To accomplish this the process must 
be flexible, efficient. Methods by Gas- 
maco are characterized by quick start- 
up, low oil consumption, good quality 
by-product tar and production of gas 
free of lamp black. Our processes have 
the flexibility and control to tailor- 
make an oil gas with the desired per- 
formance. Light, medium, or heavy 
high carbon oils can be used. 


‘im gas should be properly 
conditioned—cooled by modern Gas- 
maco scubbers, then oil scrubbed and 
purified. In many cases, light oil re- 
covery is justified, and profitable. All 
of this plant equipment and auxiliaries 
can be obtained from The Gas Ma- 
chinery Company who has devoted 
fifty years to the service of your industry. 


We invite your consultation on all 
matters pertaining to standby, peak 
shaving, gas interchange, reforming, gas 
conditioning, plant equipment, natural 
gas liquefaction and other problems 
requiring specialized engineering. 


The GAS MACHINERY Company 


CLEVELAND 10, OHIO 


THE GAS MACHINERY CO. (Canada) Ltd., Hamilton, Ontario 
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VEPCO, A PUBLIC UTILITY 





Vepco stock is widely held by the Public—in fact, 
it is held in every State in the Union. Men hold 
slightly more Common stock than women, but the 
women hold almost twice as much Preferred stock 
of Vepco as do men. A breakdown of Vepco 
stock holdings shows the following distribution: 








Common Preferred 
Stock Stock 

Men 1,038,822 41,767 
Women 922,011 74,617 
Joint Accounts 157,295 3,797 
Trust Accounts 464,892 41,871 
Nominees 1,421,538 125,504 
Institutions and Others 1,436,476 201,915 
Total Shares 5,441,034 489,471 


There are about 22,000 holders of Vepco's 
Common stock and 7,800 holders of its Pre- 
ferred stock. Nearly 10,000 of these reside 
within the area served by the company, which 


includes most of the State of Virginia and parts 
of West Virginia and of North Carolina. 

These stockholders, through voluntary invest- 
ment, have helped make possible the large 
annual construction programs of Vepco, parti- 
cularly during the past seven years, during which 
time the company has more than doubled its 
generating capacity, which now totals over 
1,000,000 kilowatts. And, approximately $40,- 
000,000 more is being spent this year by Vepco 
for more power station capacity at its Ports- 
mouth and Possum Point stations and on its new 
hydro development on the Roanoke River, where 
the Free Enterprise system recently won such a 
notable decision from the United States Supreme 
Court. 

These new projects offer further opportunities 
to the Public to invest in them, if they see fit. 
Those who do not see fit will not be taxed to make 
the projects possible. 














P.S.—A copy of our Annual Report will be gladly 
mailed upon request to our Richmond, Va. office. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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This is not an offering of these Shares for sale, or an offer to buy, or a solicitation of an offer to buy, any of such Shares, 
The offering is made only by the Prospectus. 


685,648 Shares 


Long Island Lighting Company 


Common Stock 
Par Value $10 Per Share 


Rights, evidenced by Subscription Warrants, to subscribe for these Shares at 

#16 per Share have been issued by the Company to holders of its Common 

Stock of record October 14, 1953, which rights expire October 29, 1953, as more 
fully set forth in the Prospectus. 





The several Underwriters have agreed, subject to certain conditions, to purchase 
any unsubscribed shares and, during and after the subscription period, may offer 
shares of Common Stock as set forth in the Prospectus. 





Copies of the Prospectus may be obtained from any of the several under- 
writers only in states in which such underwriters are qualified to act as 
dealers in securities and in which the Prospectus may legally be distributed. 


Blyth & Co., Inc. The First Boston Corporation W. C. Langley & Co. 
Smith, Barney & Co. Glore, Forgan & Co. Goldman, Sachs & Co. 
Harriman Ripley & Co. Hemphill, Noyes & Co. Kidder, Peabody & Co. 
Merrill Lynch, Pierce, Fenner & Beane Stone & Webster Securities Corporation 
Union Securities Corporation White, Weld & Co. KG Allyn and Company 
W.E.Hutton&Co Carl M. Loeb, Rhoades & Co. _ Laurence M. Marks & Co. 
F.S. Moseley & Co. Paine, Webber, Jackson & Curtis R.W. Pressprich & Co. 
Salomon Bros. & Hutzler Shields & Company Tucker, Anthony & Co. 
G. H. Walker & Co. H. Hentz & Co. Rand & Co. 


October 15, 1953. 
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= Here’s NEWS 


W 








PREVIEW 
OF A NEW DEVELOPMENT 







TO HELP ADVANCE 
YOUR CUSTOMER RELATIONS 








AND 
REDUCE METER READING COSTS 











Get a preview 























for the 
gas industry 








Learn about the most significant gas ___ bills... and end the nuisance caused by 
meter reading development ever offered the meter reader entering the customer’s 


to the gas industry. premises. 
This booklet gives full information about : 7 


a simple pneumatic device that can speed Full technical data on the Sangamo Gas 
meter reading . . . reduce expense for the Telemeter is available for your study. 
company ...eliminate “skips’’ and ob- The coupon below will bring your copy 
solete the practice of rendering estimated —_ by return mail. No obligation, of course. 














Since 1899 SANGAMO ELECTRIC COMPANY, SPRINGFIELD, ILLINOIS 
Pioneering Meter Development for Utilities Please send my copy of “Preview...The New Sangamo Gas Telemeter” 
YOUR NAME 
TITLE —— _ 
ob A ay G A al °o ee paaniencmnananinianens shi 
ELECTRIC COMPANY ADDRESS___ —s 


SPRINGFIELD, ILLINOIS CITY and ZONE STATE oseniil 
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This announcement is neither an offer to sell nora solicitation of an offer to buy any 
of these Shares. The offer is made only by the Prospectus. 


800,000 Shares 
Public Service Electric and Gas 
Company 


Common Stock 


(without nominal or par value) 


Price $25*4 a Share 


Copies of the Prospectus may be obtained from only such of the undersigned 
as may legally offer these Shares in compliance with the 
y fegally oj] / 


securities laws of the respective States. 


MORGAN STANLEY & CO. DREXEL & CO. GLORE, FORGAN & CO. 
BLYTH & CO., INC. THE FIRST BOSTON CORPORATION 
GOLDMAN, SACHS & CO. HARRIMAN RIPLEY & CO. HORNBLOWER & WEEKS 
Incorporated 
KIDDER, PEABODY & CO. MERRILL LYNCH, PIERCE, FENNER & BEANE 
SMITH, BARNEY & CO. STONE & WEBSTER SECURITIES CORPORATION 
UNION SECURITIES CORPORATION WHITE, WELD & CO. 


October 21, 1953. 
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TO SERVE YOU BETTER... 


WITH Natural Gas 


To meet the expanding demands 
for natural gas, this company has 
extended its mains and service 
facilities to provide this efficient, 
economical fuel to more than 


14,000 homes. 


LEA COUNTY GAS COMPANY 


YSLETA, TEXAS PHONE 9-797 1 


NEW MEXICO TEXAS 
Silver City, Central, Fabens, Clint 
Fort Bayard, Village of Bayard Ysleta, Socorro 
North Hurley, Hurley Lower Valley, Country Club District 
Anthony Buena Vista, Canutilio, La Tuna 


Nut lG. FOR COOKING, HEATING, REFRIGERATION, 
GZtUtAL HAS yun GooLING OVER 14,000 HOMES 





Major Developments |: 





World's first supercharged hydrogen-cooled tur- 
bine generator — with direct rotor conductor 
cooling — installed at the Wisconsin Power and °s 


Relative size of fully supercharged and 
standard hydrogen-cooled turbine gen- 
4 erators of the same kw rating, 





en at ‘ ‘ 1 ‘ * Oo 5.¢ ee ome —-iataeaaalel pe 2 





OPERATION-PROVED SUPERCHARGED GENERATOR | 


Availability — 100%. On-the-line serv- 
ice factor — 97.41%. That summarizes 
the performance of the world’s first 
supercharged hydrogen-cooled turbine- 
generator unit during its first full calen- 
dar year of commercial operation. 

By cutting generator size, super- 
charged direct conductor cooling per- 
mits smaller plant size, less expensive 
foundations, and smaller breakers and 


bus structures; minimizes mechanical 
design limitations; raises possible maxi- 
mum ratings, and reduces field assembly 
problems. 

That these advantages are obtainable 
has been proved in operation. As a re- 
sult, Allis-Chalmers is now building a 
completely supercharged generator re- 
sulting in the size reduction illustrated 
in the insert above. A-4077 














Equipment for Power: Water Conditioning equipment, chemi- 


erators ,. . Condensers . . . Steam Jet Air Ejectors .. . Power 


Plant Pumps and Motors .. . Transformers . . . Circuit Break- 


cals and service . . . Steam and Hydraulic Turbines , . . Gen- LL | Ss 
a e 


ers ,. . Switchboards and Control . . . Switchgear , . . Unit 


Substations . . . Utilization equipment. 











in Power — * 


CORONA-FREE POWER TRANSFORMERS 


Because Allis-Chalmers is building transformers rated 
220,000 kva and others for 330,000-volt transmission, 
you can depend on A-C for units engineered to meet 
any application requirements. To check insulation 
aging, A-C transformers are designed to be corona-free 
even at highest test voltages. Without corona, trans- 
formers stay young, since repeated voltage stresses do 
not cause progressive deterioration of the insulation. 





















REVERSIBLE PUMP-TURBINE UNITS 


Pioneered by Allis-Chalmers, reversible pump-turbines | 
can solve some troublesome peak load problems. They 
do this by reducing the amount of equipment formerly 
needed for pumped storage operation; the single unit 
operates alternately as a turbine-generator and as a 
motor-driven pump. Five units are now in production, 
with turbine ratings ranging from 12,650 to 120,000 
hp. The latter unit will combine the world’s largest 
motor, with a rating of 102,000 hp, and the largest | 
Francis turbine ever built. 














HIGH SPEED CIRCUIT BREAKERS 


As power systems grow, A-C circuit breakers keep pace 
with the new demands for size, speed and reliability. 
Mechanically trip-free pneumatic operators, originated 
by A-C in 1937, are in service on 20-20-20 cycle re- 
petitive reclosing 3-cycle breakers. Now, hydraulic ac- 
cumulator principles have been combined with proven 
pneumatic operation to produce the Pueu-Draulic op- | 
erator and set new standards for large power circuit | 
breaker speed and reliability. 


MULTI-STEAM-PATH CONDENSERS 


Allis-Chalmers is supplying six 100,000 sq ft surface 
condensers for the 2,200,000 kw of added private util- 
ity capacity being provided for AEC’s Ohio diffusion 
lant. A-C multi-steam-path condensers have consist- 
ently helped to cut power costs. With 60 years of ex- 
perience building over 13,000,000 sq ft of condenser 
capacity, A-C has the proven engineering and manu- 
facturing facilities to build the largest condensers that | 


— be required. 


‘ 



































Pneu-Draulic is an Allis-Chalmers trademark. tee 


HALMER 
eer eel 










For more information, 
contact your nearby 
A-C representative. 
Allis-Chalmers, Mil- 
waukee 1, Wisconsin. 
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+. THE NEW b6 Mixall 


MIXES ALL THE HOT PATCH YOU NEED, 
ANY TIME, ANYWHERE, ANY WEATHER 


Now, the new Barber-Greene Mixall gives you the opportunity to offer high quality 
bituminous paving for driveways, sidewalks, service stations, industrial plants, 
parking lots... and other “black top” jobs at new low costs. 

The Mixall, a completely new, compact and portable small-job maintenance and 
paving mixer, will produce up to 5 t.p.h. of any type hot mix... up to 10 t.p.h. of 
cold mix ... will produce low slump Portland cement mixes. Built to be towed 
behind the aggregate truck for on-the-spot mixing, the Mixall is just as well suited 
for central plant or stock pile operation. The Mixall can work in any we=imer... 
even drying frozen aggregates. 

Think of what you could do with the new B-G Mixall in your territory. Then see 
the Mixall at your first opportunity . .. or write for full information. 


THE ONLY SMALL JOB MAINTENANCE MIXER WITH... 


@ ROTARY DRUM DRYING: The same @ POWER SKIP HOIST: Only 14” high 
principle used in largest B-G Con- for easy charging. 
tinuous Dryers. 

@ TWIN SHAFT HEATED PUGMILL: @ HIGH DISCHARGE: Can discharge 
Kneading" action assures even directly into place, into wheelbar- 
coating of every aggregate particle. rows or gas buagies. 


Barber-Greene 


Aurora, Illinois, U.S.A. 
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GAS CHARTS THE 


COURSE IN MINNEAPOLIS 

















OPERATING REVENUES — GAS SALES — PRICE OF GAS 4, 
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GAS |SALES 
MILLIONS OF M.C r 24 
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MINNEAPOLIS GAS COMPANY 
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performance 


value 
price 
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All-steel Service-Utility bodies specially designed for on-the-job work are available on six International models with GVW 
ratings of 4,200 to 6,500 pounds. Two body sizes 77 and 89 inches long for 115 and 127-inch wheelbase chassis respectively. 


NOW—new low prices on light, medium, and light-heavy duty models 


Compare performance. Compare the proved 
performance of Internationals, model for model, 
with any truck on the road. Prove to yourself 
that Internationals are today’s top truck buy. 


Compare value. Compare the extra value in 
Internationals, detail by detail, with any compa- 
rable model. Compare the low operating cost. 
Compare the low maintenance cost. Compare the 
long life. Compare the job specialization that’s 
possible with Internationals. You will find that 
Internationals are your best buy. 


Compare price. Every new International, with 
its unmatched performance and unmatched 


INTERNATIONAL HARVESTER COMPANY + CHICAGO 


international Harvester Builds McCormick Farm Equipment and Farmall Tractors...Motor Trucks... !ndustrial Power...Refrigerators and Freezers 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


value, compares favorably in price with any other 
truck. Ask about new low prices. 


See your International Dealer or Branch today. 





oS 


America’s Most Complete Truck Line: 168 
basic models from 1%4-ton pickup to 90,000 
Ibs. GVW off-highway models. . . 307 new 
features in the new R-line . . . 29 engines 
available with widest pr-ctical choice of 
gasoline, LPG, or diesel power ...296 wheel- 
bases .. . wide selection of body types and i 
styles . . . thousands of variations for exact 
job specialization. 











Better roads mean a better America 


INTERNATIONAL TRUCKS 


Standard of the Highway 
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ll YEARS EXPERIENCE 


bringing dependable gas service to California 
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1852—P. G. and E. began as a gas company. Early gas 1929—Natural gas—cleaner, better, cheaper—was first 
was made from coal shipped here from Australia. brought from California’s Kettleman Hills oil field. 





California was a fledgling state in 1852,when 
the first manufactured gas in the West in- 
troduced street lighting to San Francisco. 
Since then, changes have been many—none 
more remarkable than the story of P.G.&E. 
gas deliveries. 

In the start of our second century, we are 
continuing our largest expansion of natural 
gas facilities. We have built the “Super 
Inch” pipeline and increased its capacity to 
550 million cubic feet daily. We are going 
to add 150 million c.f. to that, right away. 

In the last decade, our gas sales have more 
. than doubled—indicative of the place which 
California, second largest state in the Union, 
pe A) has assumed. 
1953—Siill more natural gas is coming from Texas and Pech tartereg = a — . 


New Mexico through “Super Inch,” world’s largest ° : , . 
12ers diameter, long distance, high pressure pipeline. continue contributing to its future. 
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PACIFIC GAS AND ELECTRIC COMPANY 
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have straight line current path 


Arrangement of silver-to-copper contacts at 
both ends of blade give a straight line current 
path from terminal to terminal. Identical 
contacts eliminate the need for cumbersome 
flexible shunts. 










no cast current carr 


All current carrying parts are hard drawn 
copper. Their large cross section and minimum. 

number of current interchange surfaces . 
provide a low resistance current path with 
ample material for heat dissipation. 


Throughout the entire line from 7.5 
KV to 69 KV and from 2000 amp. to 
5000 amp. the same principle of blade 
mechanism is used. The fully controlied 
and counterbalanced blade is actuated 
by an enclosed ball bearing mechanism 
which rotates the blade about its axis 
and releases the high contact pressure 
before opening. Square tube blade 
automatically locks in both open and 
closed positions. The complete 
operation of opening or closing is under 
positive control during the complete 
cycle and is remarkably smooth and 
easy for switches of this size. 


Delta-Star "MK-40" High Capacity group operated 
switches are available in ratings from 2000 to 5000 
amperes; 7.5 to 69 KV inclusive for horizontal up- 
right, underhung or vertical mounting. 

23 KV 4000 amp. 
3-pole disconnecting switch 


Ask for Publication 4904 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE EQUIPMENT SPECIFY DELTA-STAR 


DELTA-STAR ELECTRIC DIVISION 











H. K. PORTER COMPANY, INC. 
OF PITTSBURGH s 

2437 FULTON STREET, CHICAGO 12, ILLINOIS . 
OISTRICT OFFICES Im PRINCIPAL CITIES ° a af 
‘rrsev® 
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DP&L proves it pays to give 
=x \Customers facts 


here’s how they told 
and sold their story 
ahout gas 
































1. Frank, friendly newspaper copy (5 cols. x 13’’) with simple charts on costs, taxes, etc. 

2. A carefully prepared flip-chart (turn-over presentation) for use before community councils 
and civic service groups. 

3. Wide distribution of the booklet “in a nutshell” giving the facts in friendly, convincing detail. 


RESULT— Already, 95% of the company’s gas customers have accepted the rate increase 
through the action of their elected officials. 


This experience confirms the DP&L belief safely put all the facts on a problem in the 
that with a background of good public rela- customers’ hands and trust them to make 
tions and dependable service, a company can the right decision every time. 


For a copy of the plan booklet sent to our gas customers, write Municipal Department 


THE DAYTON POWER AND LIGHT COMPANY 


Dayton 1, Ohio 
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Metre can 
be read faster 
without lose 


of accuracy 


IBM Mark Sensing provides a remarkably 
rapid and reliable method of recording 
meter readings. It makes the reader’s 
job easier, too. 

Readings are recorded simply by pencil 
strokes on the face of an IBM Card. The 
marks are translated electronically into 
punched holes from which bills are 
machine-prepared. 

There’s no arithmetic, no handwriting, 
no chance of error in transcription. 
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From meter reading to finished bill, 
through all other phases of utility ac- 
counting, IBM can speed and simplify 
the job. For full information, write Dept. D 
for our booklet, JBM Customer Account- 
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ing for Utilities. 











INTERNATIONAL BUSINESS MACHINES 
590 Madison Avenue, New York 22, N.Y. 


stutt? 


oe p eeeet 


sT t 
NUT 
ete pooRess 


t 


a 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











November 5, 1953 


Public Utilities Fortnightly 


51 
























MICHIGAN CONSOLIDATED GAS COMPANY GROWS 
WITH THE MICHIGAN COMMUNITIES IT SERVES 


Michigan Consolidated Gas Company is now serving 750,000 
customers in Michigan. More than 16,000 of these were added during 
1952. These customers are located in over 90 cities, villages and town- 
ships scattered across the state. 


In these communities, gas is the fuel of choice for a wide variety of 
uses in industry, homes and commercial establishments. It is used in 
the manufacture of defense and civilian goods. Gas is used, and pre- 
ferred, for cooking and the operation of many other modern appliances 
—refrigerators, water heaters, clothes dryers and incinerators. 


The demand for gas increases year after year. And Michigan Consoli- 
dated builds and plans constantly to meet that demand—to better its 
service, improve its facilities and increase the amount of gas available 
for public use. 


MICHIGAN CONSOLIDATED GAS COMPANY 


William G. Woolfolk 
Compressor Station at 
Big Rapids, Michigan 
—Here, powerful 
compressor engines 
lift gas from under- 
ground storage 
fields, start it on a 
journey through huge 
pipe lines to consum- 
ers in Michigan cities. 


Thirty-inch pipe line 
being laid through 
Central Detroit. Com- 
pleted in ‘52, this line 
supplies additional 
gas to growing indus- 
trial and residential 


areas in eastern sec- 
tion of the city. 





Serving 750,000 customers in Michigan 
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HOW TO SAVE THE TIME 
OF YOUR TOP EXECUTIVES 


ighten executive loads— including your own! How? By focussing the s 

p of Esasco engineers, constructors and business consultants on your m — 
cae time-consuming business ane. Exsasco helps solve such problems efficiently 
and economically...without adding permanently to company payrolls or disturbing 
existing company relationships. 
Perhaps yours is a sales and marketing problem. Epasco has planned many such 

programs in a wide variety of fields. Epasco has developed insurance and pension 

me handled appraisals; planned and built over one billion dollars worth of new 
plants; solved oe: ani = problems; planned effective personnel pro- 
grams. Exsasco has been kha | business and industry ee the world for 
nearly 50 years. Esasco will do all or any part of a job, for companies large and small. 
To find out a how we can serve you best, write for your copy of “‘The Inside 
Stary of Outside Help.” oe Ebasco Services Incorporated, Dept. W, Two Rector 
Street, New York 6, N. Y 


EBASCO SERVICES 


st? eometany, INCORPORATED 


‘) 
of EBASte New York + Chicago - Washington, D.C. 
Gin * * Appraisal - Budget - Business Studies - Consulting Engineering - Besign & Construction - Financial 
Industrial 


toy * Relations - Inspection & Expediting - insurance, Pensions & Satety 
Fee couss** Office Modernization - Purchasing - Rates & Pricing - Research - Sates & Marketing 
Systems & Methods - Taxes - Traffic - Washington Office 
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Gain 
maximum head 
at Intakes 









.»- by cleaning your racks with a 


Newport News 
Mechanical Rake 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 
and similar installations, the Newport News Mechanical Write for your copy of 
¥ “Rack Rake,” anil- 
Rack Rake reduces a major hand-labor task to one of lustrated booklet de- 
minor periodic activity. 








\ scribing the opera- 
\  tionand advantages 
of the Newport 
News Mechanical 
\ Rack Rake. Use 
i the convenient 
i coupon now. 


Under ordinary conditions, one man per shift can, 
with a Newport News Mechanical Rack Rake, 
keep the racks clean for a dozen bays. 


° Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-11, Newport News, Virginia 


Please send me a copy of “RACK RAKE.” 
NEWPORT NEWS .... van 
Shipbuilding and Coupey 
! Dry Dock Company Address 
_ | Newport News, Virginia City Sete 
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“COAL’S BEST FOR OUR 
MODERN PLANT! 


It's low in cost... 
, e pee , ~~. 
It's clean and convenient! a 


says G. W. Peters, Engineering Manager ogee 


M&R DIETETIC LABORATORIES, INC. 

mekers of PREAM & SIMILAC “We made a careful study of fuels 
and burning equipment before building 
our modern new plant in Sturgis, 
Michigan. This plant was designed to 
produce baby food. So the steam plant 
has to be clean and dust-free as well 
as economical to operate. Also, we 
wanted a fuel we could store safely 
and easily in order to insure ourselves 
against any shortages. 











“We decided on bituminous coal— 
and the up-to-date installation shown 
here. It certainly fills the bill on 
every count. Our modern combustion 
equipment makes coal far more 
economical than any other fuel. 
Up-to-date coal and ash handling give 
us convenient operation completely 
free of dust nuisance.” 


Additional case histories, showing hou 
other types of plants have saved 

money by burning coal the modern 

way, are available upon request. 








Discover for yourself the great advantages of if P ‘ ae n't 
coal burned the modern way. Call in a consulting Spee . a Paw vow Oe 

. , , . afford to ignore these facts! 
engineer. He'll show you how today’s combustion 
equipment can give you 10% to 40% more power BITUMINOUS COAL in most places is today’s 
; " ry “ lowest-cost fuel, and coal reserves in 
irom a ton of bituminous coal than from equipment America are adequate for hundreds of years 
used only a few years ago. He'll show you how to come. 
modern labor-saving coal and ash-handling equip- COAL production in the U.S.A. is highly mechanized 


and by far the most efficient in the world. 


ment make a coal-fired installation clean, convenient, 
COAL prices will therefore remain the most stable 











and dust-free. 
of all fuels. 

If you plan to remodel or build a new plant, be COAL is the safest fuel to store and use. 
sure to look into the low cost and convenience of COAL is the fuel that industry counts on more and 
bituminous coal. Consider coal’s other advantages, more—for with modern combustion and han- 
too. It has reserves that are virtually inexhaustible. Gling equipment, the inherent? advantages of 

erage ; ie : well-prepared coal net even bigger savings. 
America’s bituminous coal mining industry is the 
most efficient and productive in the world. With BITUMINOUS COAL INSTITUTE 
bituminous coal, you can be sure of plenty of fuel at A Department of National Coal Association 
relatively stable prices now and for years to come. Southern Building, Washington 5, D. C. 


FOR HIGH EFFICIENCY & FOR LOW COST 


YOU CAN COUNT ON COAL! 
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* Our ability to render constantly improved service has brought about a 
healthy growth in our natural gas business. We were organized in 1945 and 
at the end of eight years of operation, our operating revenues have increased 
182% and the number of customers we are serving increased 49%. 

In order to better serve our more than 89,000 natural gas customers, we 
are constantly improving our service facilities. We consider each and every 
one of our valued employees a vital link between the company and our cus- 
tomers. We appreciate the fine cooperation we have received from these 
employees. 

To those attending the 35th annual convention of the American Gas Asso- 
ciation in St. Louis, we extend our hearty welcome. We are proud to be a part 
of AGA and to participate in the growth of the GAS industry. 


We keep telling our customers... 


INDIANA GAS & WATER COMPANY, INC 
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Low-voltage winding being placed on 
G-E Spirakore single-phase 3333 kva 
power transformer core. When windings 
are in position, core ends are put back 
and upper clamping structure bolted 
in place. 





New G-E Core Improves Performance 
of Small Power Transformers 


Small power units now offer advantages pioneered 


in Spirakore* distribution transformers. 


Completely new to power transformers, the 
Spirakore or preformed core is a low-strain, 
efficient magnetic circuit designed to take full 
advantage of the highly directional properties 
of cold-rolled, silicon steel. 

First used in General Electric distribution 
transformers, this grain-oriented Corisil steel 
resulted in vastly improved performance 
characteristics. However, wound-core designs 
as used in distribution transformers are im- 
practical for power transformer cores due to 
the size, weight and mechanical requirements 
of the latter. 

The preformed core meets these require- 


ments. Now standard construction for all G-E 
single-phase power transformers, 5000 kva and 
below, the new core permits losses, exciting 
currents, noise levels, weights, and dimensions 
to be varied over a broader range to best suit 
the conditions for your particular application. 

The Spirakore power transformer is one 
more contribution from General Electric’s 
continuing developmental program to give 
you more for your transformer dollar. 421-11E 


*Registered trade-mark of General Electric Co. 


GENERAL @@ ELECTRIC 
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Generally you think of the Dodgers 
and Ebbets field. But in Brooklyn 
we think there is something per- 
haps even more important than the 
pennant race or the World Series. 


More than 3,700 Brooklyn Union 
employees are working together to 
furnish vital, uninterrupted gas 
service to one of America’s largest 
communities. As this great com- 
munity grew so did we, growing 


beyond 


Whats 


een eeeeeeeanest sie a te) eae ties 


and expanding constantly for over 
103 years to meet the ever increas- 
ing demand for gas. And now, with 
the completion of the biggest single 
change-over to natural gas, we are 
bringing the benefits of this natural 
fuel to our more than 950,000 
customers. 


Our goal is, as ever, to provide the 
best possible gas service at the low- 
est possible cost. 


THE BROOKLYN UNION 


GAS conan 
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The Duke Power Company built a new 
large steam-electric generating plant near 
Leaksville, North Carolina, the Dan River 
plant. This plant uses Exide-Manchex 
batteries. They assure: 


POSITIVE OPERATION: Dependable per- 
formance at ample voltage for opera- 
tion of switchgear. 


INSTANTANEOUS POWER: High rates 
for switchgear operation with adequate 
reserve power for all other control cir- 
cuits and for emergency lighting. 


Exide-Manchex is your best battery buy for all control and substation services. 





Installation of 120-EME-17 Exide-Manchex batteries 
mounted on two-level rack ot the Duke Power 


Company, Don River plant. . 





Outdoor circuit breaker installation ct Dan River plant. 


LOW OPERATING COST: Extremely low 


internal resistance. 

LOW MAINTENANCE COSTS: Water 
required about twice a year. No change of 
chemical solution during life of battery. 


LOW DEPRECIATION: Sturdy, long-life 
construction. 


GREATER CAPACITY in a given amount 
of space avoids overcrowding. 

+ a . 
Various sizes and types of Exide Batteries 
are available in plastic containers. 


1888... DEPENDABLE BATTERIES FOR 65 YEARS...1953 


THE ELECTRIC STORAGE BATTERY CO., Philadelphia 2 e Exide Batteries of Canada, Limited, Toronto 
“EXIDE” and “MANCHEX” Reg. T.M. U.S. Pat. Of. 
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Mountain States Telephone & Telegraph Co. 





SAVES TIME—CUTS COST 


wit White 3000 





ASTER MANEUVERING 

lasier, faster turning in streets and tight 
jreas because of 1094 inch wheelbase of 
this Model 3020 line construction work. 





EXTRA CREW SPACE 


Three-man crew compartment with over- 
ill length shorter than conventional line 
trucks. 60 inch CA dimension, shorter 
wheelbase make it possible. 


TAILORED right to the job, the White 3000 has functional 
advantages that cannot be matched... that mean time sav- 
ings and cost reductions first day in service. 

In specialized line construction service, its exclusive 
design pays off for Mountain States Telephone & Telegraph 
Co., which has been operating Whites for 40 years. 

Faster maneuvering, driving ease, safety and visibility 
all are definite advantages. And the power-lift cab saves 
inspection and maintenance time. 

In every way, you'll find the White 3000 is today’s way 
to efficient, economical truck transportation. 

See your White Representative for facts. 


THE WHITE MOTOR COMPANY 
Cleveland 1, Ohio 





FOR MORE THAN 50 YEARS THE GREATEST NAME IN TRUCKS 





Ce 











Dig ‘em and fill ‘em 
with CLEVELANDS 








The Cleveland “Baby Digger” Model 95 is making short work 
of cutting trench for a gas main extension under good digging 
conditions in Minneapolis. Even greater savings were effected 
by the 95 during severe winter. digging conditions. 








Here, a Cleveland Model 80 is speedily and cleanly back- | 
filling the trench shown in the top picture. The 80 is also 
an excellent pipe layer. When job conditions require back- ' 
fill compaction, the 80 does an outstanding job with no 
additional men or equipment necessary. 


ki Se ao the full story on CLEVELANDS from your local distributor 
la 
\e Hy 
NO y THE CLEVELAND TRENCHER af oF 


SS fe Teedala 


, 





20100 ST. CLAIR AVENUE . CLEVELAND 17, OHIO 
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This photograph indicates an activity which is going on in many areas of the territory 
served by Public Service. It shows part of the construction of a new gas main extension, as 
a 30-inch gas main is installed. Publie Service gas service is growing all over our territory. 


ECAUSE of the increased demands for gas service in many sections of the 
area served by Public Service, it is necessary for the company to conduct 

an expansion program involving the construction of large feeder mains to serve 
those areas. Additional growth indicates that further extensions of large mains 


will be needed. 


During 1952, a total of 220 
miles of mains of various sizes 
was installed by Public 
Service. By the end of the 
year, there were 6,758 miles 
of mains in the company’s gas 
distribution system. During 
1953 we plan to increase this 
total to approximately 7,000 
miles of gas mains. 


This program is all part of the 
job which Public Service 
undertakes to bring to New 
Jersey the wonder fuel that 
saves time, work and money. 





: 8% ee 
GAS MAIN C ! 
a NEW JERSEY IS GROWING « 
SORRY TO 


SLOWDOWN | 


MB PUBLIC SERVICE 


PUBLIC SERVICE ELECTRIC AND GAS COMPANY 


A-212-53 
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You can rely on 
LEFFEL Hydraulic Turbines 





To be sure of top power and minimum 
trouble specify Leffel hydraulic turbines. 
Leffel turbines have an unparalleled 
record of efficient year-in year-out 
service. And when power means profit 
—an ever-dependable Leffel is what 
you need. 


Leffel offers you a wide range of ca- 
pacities in hydraulic turbines and a 
complete line of turbine accessories. 
Our plant is entirely modern and well- 
equipped. Our staff is made up of ex- 
perienced, highly-competent engineers, 
ready to give you expert help on com- 
plete new turbine installation or mod- 
ernization. And continued interest in 
Leffel turbines after installation is part 
of our service. 


Leffel puts 91 years of complete hy- 
draulic turbine experience at your dis- 
posal. Inquire now, without obligation. 


THE JAMES LEFFEL & CO. 


DEPARTMENT 


Pe SPRINGFIELD, OHIO, U.S.A. 


HYDRAULIC POWER FOR 31 
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Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Reports Commonwealth's specialists—with 


Business Surveys years of experience in financial work, 

° engineering, taxes, insurance, and the 
Appraisals many other phases of today’s business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 














As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 


——_— i — i 


facts — use a Business Analysis by 





Commonwealth as your blueprint for 
sound executive decision. 


“*A man's judgment 
is no better 

than the facts 

at his command..." 


GET THE FACTS! 


We invite your inquiry, Write for our booklet 
describing in detail the many services avail- 
able to you. 

Address: Department E 

20 Pine Street, New York 5, N.Y. 


INVESTIGATIONS 





REPORTS | 
FINANCING 
ACCOUNTING A ‘ J 
monn Cpnunauucllh Sew Ge 
INSURANCE 
PENSIONS 
| DEPRECIATION and sbsdiaued 
prover & DESIGN enamine COMMONWEALTH ASSOCIATES INC. 
RATES COMMONWEALTH GAS CONVERSIONS INC. 
PURCHASING 
INDUSTRIAL & PUBLIC eames 20 Fine Shred, Mew York 5 MY 


ADVERTISING 
GAS CONVERSIONS 





fuckin Michigan — Whashinglon,. DE. 
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Little blocks, say 2” x 4”’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice, 


H. H. ROBERTSON CO., 


24245 Bonk Buildi Cine 
one Cee? 








Q-Panels are fabricated from Galbestos, alumi- 
num, stainless steel, galvanized and black stee} 
in lengths up to 25'. 


Q-Panels, 3" in depth with 11%" of incombusti- 
ble insulation, have a thermal insulation value 
superior to that of a 12" dry masonry wall with 
firred plaster interior. A single Q-Panel with an 
area of 50 sq. ft. can be erected in nine minutes 
with a crew of only five men, and twenty-five 
workmen have erected as much as an acre of wall 
in three days. 


Q-Panel construction is quick, dry, clean, and 
offers an interesting medium of architectur 
expression. 


PITTSBURGH, PA. 


Offices in 50 Principal Cities 
World-Wide Building Service 
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| PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















THe American Appraisat Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and ether principal cities 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 











DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 


$2 Ford, Bacon & Davis 
s8D vas nateone Engineers oe ee 


NEW YORK @® CHICAGO e@ LOS ANGELES 


























: (Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 








GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK — LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











ENGINEERS ° CONSULTANTS °* CONSTRUCTORS 


READING, PA. 
© WASHINGTON e ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
@ NEW YORK @ MEDELLIN 


a GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 


55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street © CHICAGO @ Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











GUSTAV HIRSCH ORGANIZATION, INC: 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 





Mention the FortnicHtLy—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 


HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ARBOR. MICHIGAN 
APPRAISALS—INVESTIGATIONS-_DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 


ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 


She huljian loypouniion 


ENGINEERS ° ONSTRUCTORS 











POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS « INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21}, PA. 





























William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
an Utility Management Consultants Specializing in REGULATO Y 
A 
ELECTRIC COST ANALYSIS MUNICIPAL 
: for past 35 years 
Send for brochure: ‘The Value of Cost Analysis te Management" 

N.A. LOUGEE & COMPANY 
Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 
CHAS. T. MAIN, INC. 

Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ses BOSTON 10, MASS. 
RATES TAXES 
SAFETY MIDDLE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL co ACCOUNTING 
ENGINEERING SALES PROMOTION 

STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service paren, Co. 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 





331 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 








PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


AN RUST ENGINEERING CO. 











ENGINEERS 
CONSTRUCTORS 


SANDERSON & PORTER 
&P 











Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ili. 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 
80 BROAD STREET NEW YORK 4, N. Y. 








Whitman, Requardt and Associates 
Publishers of the 35- Sint 





DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
Publi li 
REPORTS — VALUATIONS PE JM 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 





Mention the FortNiGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL INC. 


Consulting Engineers 
Water, ae 4 and Industrial Wastes Problems 
.» Refuse Incinerators, Dams 


City puesta apere, ‘Appraisals and Rates 
Labratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 


LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaie St., Cricaco 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 
327 So. LaSalle St., Chicago 4, lL 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appralisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


A. S. SCHULMAN ELECTRIC Co. 
Electrical Contracting Engineers 


TRANSMISSION LINBES—UNDERGROUND DistRI- 
BUTION — PowgR STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


CHICAGO Los ANGBLES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciation 
Investigations and Reports 


122 SoutH MICHIGAN AVBNUB, CHICAGO 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS — EXAMINATIONS — APPRAISALS 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 


309 Munsey Building 
Washington 4, D. C. 











Mention the FortNIGHTLY—I/t identifies your inquiry 
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IT'S SO-O-O SIMPLE... 









To Install An 


INSULATED GASKET UNION 


The Insulator You Have Been Searching For! 


Metal to Metal Threads 
Perfect Electrical Insulation 
300# W.O.G. 

Will Not Break 

All Insulating Parts in 
Compression 

No Field Education Required 


Electrically and Pressure Tested 
Sizes /2"-3" Inclusive 


SERVICE ENGINEERS, INC. 


elalviselastiawat of Industrial Plastic Products 


30 W. Pafford P.O. Box 11068 Fort Worth 9, Texas 








How we combat corrosion and searing arcs 


Metal-clad switchgear is under con- 
stant attack—inside and out. To 
protect against the blasting, searing 
effects of arcing, Westinghouse 
lines the arc chutes with a true 
ceramic material containing a high 
percentage of zircon. Zircon has 
the highest melting point of any 
known material. 

These chutes have dielectric 
properties comparable to porcelain. 
They won't absorb moisture. In 


Westinghouse switchgear, arc ex- 
tinction takes place in split seconds 
and the arc is on the main contacts 
for only a fraction of this time. 
Result: less contact burning, less 


you can BE SURE... iF 17s 


Westinghouse 


chute wear, less shock to the 
whole unit. 

The best protection for switch- 
gear metal surfaces that we 
know of is Bonderizing.” We Bond- 
erize the whole enclosure and then 
give it two coats of paint—which 
then sticks as though it is part of 
the metal. To protect the hard-to- 
get-at undersides, we undercoat with 
a heavy layer of rubberized material. 

When you’re thinking about 
switchgear installations, call in 
Westinghouse. And write now for 
booklet B-5306 for more informa- 
tion. Westinghouse Electric Corp., 
P. O. Box 868, Pittsburgh 30, Pa. 


J-60820-B 














